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FOREWORD 


On October 9, 1946, the Railway Association of Canada, on behalf of its members, 
made application to the Board of Transport Commissioners for permission to make a 
general thirty per cent. increase in freight rates. The Government of Saskatchewan 
resolved that no time should be lost in opposing the application and that the implications 
were so serious for the people of the Province that no effort should be spared in the 
preparation of a defence. I had the honour to be selected as the member of the Govern- 
ment primarily responsible for opposing the application and it is my purpose in writing 
this foreword to express my earnest thanks to those who have assisted me. 


One of the first steps taken was the appointment of a Technical Committee for 
the purpose of analyzing the situation and assembling the necessary material. This 
Committee was composed of members of the Public Service of the Province and staff 
members of the University of Saskatchewan. The following were associated with me on 
the Committee: Dr. G. E. Britnell, Chairman; Mr. B. N. Arnason; Dean F. C. Cronkite, 
K.C.; Dr. V. C. Fowke; Mr. C. F. Prevey; and Mr. George Oliver, who has acted as 
secretary. 


It soon became apparent that the people of the Province were not only interested in 
the application but that they were greatly alarmed. In consequence on October 28, 1946, 
on behalf of the Government, I called a conference of representatives of producer, con- 
sumer and business interests. A thorough discussion took place and it was resolved that 
an Advisory Committee should be appointed. The function of this Committee was to act 
in an advisory capacity to the Technical Committee. 


The Advisory Committee, broadly representative of the major business interests and 
groups that would be affected by any increase in freight rates, was composed of the following 
persons: B. N. Arnason, Regina, Deputy Minister of Co-operation and Co-operative Devel- 
opment, Chairman; J. S. Woodward, Saskatoon, President, Saskatchewan Associated Boards 
of Trade; Alex. Aitken, Regina, Secretary, Saskatchewan Associated Boards of Trade; 
L,. A. Blackwood, Moose Jaw, Moose Jaw Board of Trade; George W. Robertson, Regina, 
Secretary, Saskatchewan Co-operative Producers Limited; J. H. Wesson, Regina, President, 
Saskatchewan Co-operative Producers Limited; R. E. Motherwell, Regina, Saskatchewan 
Co-operative Producers Limited; G. R. Bickerton, Saskatoon, Research and Publicity 
Director, United Farmers of Canada (Saskatchewan Section); S. E. Leavitt, Regina, 


Chairman, Saskatchewan Branch, Canadian Manufacturers’ Association; E. B. Smith, 
Yorkton, President, Saskatchewan Retail Merchants’ Association; Reg. Carter, Regina, 
Retail Merchants’ Association; J. S. Turnbull, Regina, Director, Saskatchewan Dairy 
Association; George Urwin, Saskatoon, President, Saskatchewan Federated Co-operatives 
Limited; S. J. Tabbutt, Prince Albert, Chairman, Saskatchewan Executive Committee, 
Trades and Labor Congress of Canada; Mrs. J. E. Cooper, Regina, President, Local 
Council of ‘Women. 


At the Hearings before the Board, the Province has been represented by M. A. 
MacPherson, K.C., who was retained as counsel by the Government. The services of 
Millar, Macdonald and Company, Chartered Accountants of Winnipeg, were engaged to 
analyze financial problems involved in the application. Dr. A. W. Currie of the University 
of Toronto was engaged as Transportation Economist. 


The Board has heard evidence for 122 days. Special mention should be made of the 
Hearings in Regina last summer on June 9, 10, 11 and 12. Prior to these Hearings 
many groups, organizations and companies notified the Government of their intention to file 
Briefs and to appear before the Board. The services of counsel were made available 
to these witnesses. ‘The following appeared before the Board usually represented by a 
senior official: Bowman Bros. Limited; Horse Co-operative Marketing Association Limited ; 
Intercontinental Packers Limited; Local Council of Women (Regina) ; Retail Merchants’ 
Association of Canada (Sask.) ; Saskatchewan Associated Boards of Trade; Saskatchewan 
Coal Mine Operators; Saskatchewan Co-operative Producers Limited; Saskatchewan Dairy 
Association; Saskatchewan Federated Co-operatives Limited; Saskatchewan Federation of 
Labour (C.C.L.) (Brief filed) ; Saskatchewan Forage Crop Growers’ Co-operative Market- 
ing Association Limited; Saskatchewan Homemakers’ Clubs; Saskatchewan Honey 
Producers Co-operative Marketing Association Limited; Saskatchewan Motor Dealers’ 
Association; Saskatchewan Poultry Board; Saskatchewan Stock Growers’ Association ; 
Saskatoon Wholesalers’ Association; United Farmers of Canada, (Saskatchewan Section) ; 
Wholesale Committee of the Regina Chamber of Commerce. 


I believe that the decision of the Board to hold Regional Hearings has been amply 
justified by the results. At Regina first-hand evidence was given regarding the economy of 
Saskatchewan and the probable effect of an increase in freight rates thereon. ‘The witnesses 
who appeared are to be commended for their public interest. 


The Brief appearing herewith represents the case of the Province against the 
proposed freight rate increase. ‘The Government assumes responsibility for the arguments 
advanced but the preparation of the Submission has been almost entirely the work of the 
Technical Committee. It is the belief of the Government that this Submission points in 
unmistakable terms to the conclusion that the increase applied for is unwarranted and would _ 
constitute a gross injustice to the people of Saskatchewan. 


On behalf of the Government of Saskatchewan I wish to take this opportunity of 
thanking publicly the members of the Advisory and ‘I'echnical Committees, the organizations 
and their officers who appeared at the Regional Hearings, counsel, accountants and econ- 
omists who have given valuable assistance, and the countless others who have given 
valuable suggestions and who have shown by their interest that this is the fight of the people. 
I should like also to record with pleasure that co-operation among the seven provinces 
opposing the application has been excellent. In particular Saskatchewan and Manitoba 
have been able to make common cause on most issues. 


To this I would add my personal thanks. Although the responsibility of carrying 
the fight against this application has been a heavy one, the enthusiastic and intelligent 
co-operation of so many citizens of the Province has made the task pleasant. ‘T'o all of 
them I express my grateful appreciation. 


L. F. McInvosu, 


Minister of Co-operation and Co-operative 
Development. 
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PROVINCE OF SASKATCHEWAN 


IN THE MATTER of an Application by the Railway Association of 
Canada dated October 9, 1946, for a General Thirty per cent. 


Increase in Freight Rates. 


BRIEF of Argument of the Province of Saskatchewan in Opposing the 
Application before The Board of Transport Commissioners for 


Canada. 


PART I 


INTRODUCTION 


On October 9, 1946, the Railway Association of Canada on behalf of its member 
companies, made application for authority to make a general advance of thirty per cent. 
in the tolls or rates at present charged by them in respect of all freight traffic carried on 
their lines in Canada (with a minor variation in the case of coal and coke) insofar as such 
tolls or rates are within the jurisdiction of the Board. The application also asked for 
authority to increase the charges for collateral services such as switching, protective service, 
crane service, etc., by the same percentage rate. 


The Government of Saskatchewan took a very serious view of this application from 
the beginning and resolved to oppose it on behalf of the people of the province. It was 
soon apparent that there was a general feeling of apprehension on the part of those who 
|would be affected by the proposed increase and many representations were made to the 
government, urging that the application, or any application seeking any increase, should be 
\vigorously opposed. An Advisory Committee, broadly representative of the various groups 
and occupations in the province, has given valuable assistance to the government in the 
preparation of its case. 


The implications of the application are most alarming to the people of this province. 
That a 30 per cent. increase in freight rates must mean a substantial advance in the cost 
of living seems evident but attention must also be paid to the fact that the granting of 
the application would impose an extremely heavy burden on the economy of this province. 
Present freight rates are higher in Western than in Eastern Canada and as a result of 
geography Saskatchewan probably stands at the apex of the freight rate structure of Canada. 
Moreover, due to the fact that Saskatchewan is predominantly an exporter of primary 
products with a relatively undeveloped manufacturing economy, the volume of both out- 
going and incoming freight traffic is unusually large in relation to the total production of 
the province. ‘These factors indicate that the freight rate burden is already a heavy one 
and it will be argued that a horizontal increase will be particularly prejudicial to this 
province. 


It will be argued that the accounts of the railways together with a reasonable 
anticipation of increased traffic and also savings resulting from technical improvements, 
indicate no need of any advance in freight rates at the present time. The need of 
increased revenues through an advance in freight rates should be clear and unmistakable 
in view of the undoubted disruptive tendency of such action. 


Should the need of increased revenues from freight traffic be made out it will 
be argued that in no event should any advance be permitted which will increase the 
present burden on the Province of Saskatchewan. The contention that this is a purely 
financial case and that regional inequalities cannot be considered under this application will 
not be conceded for a moment. Under the provisions of the Railway Act freight tariffs 
must not be unjust or unreasonable and the prejudicial effect of an increase on the economy 
of this province is clearly relevant under the present application. Accordingly a considered 
argument will be advanced involving the contention that rates are already unjustly high 
in this province and also pointing out the peculiar position of this province in the 
economy of Canada with special attention to certain national policies as they affect this 
region. ‘The conclusion will be reached that not only should no increase be made effective 


in this province but that on the basis of justice and reasonableness present rates should 
be reduced. 


The argument.as outlined in this Brief and as amplified before the Board will be 
confined almost entirely to the position of the Canadian Pacific Railway. It will be 
argued that on account of the peculiar capital structure of the Canadian National Rail- 
ways, which is the other principal freight carrier, and for other reasons, the position of 
that railway is hardly relevant to the present inquiry. No particular mention will be made 
of the application dated December 12, 1946, for increases in certain express rates. 
Advances in express rates are equally as objectionable and burdensome as increases in 
freight rates. 


PART II 


EVERY EFFORT SHOULD BE MADE TO AVOID A MEASURE WHICH MUST 
ACT WITH DISRUPTIVE FORCE ON THE STRUCTURE OF THE 
CANADIAN ECONOMY. 


There is a natural tendency to deal with the railways’ request for increased rates 
‘solely in terms of the railways’ financial requirements. The first question is: Do the 
‘railways need the money, or any part of it? It is a considerable step beyond this restricted 
approach to raise questions concerning the effects of increased rates upon particular 
groups of producers and consumers and upon particular areas. Yet this step has been 
taken and has been accepted as reasonable. In fact the existence of governmental con- 
‘trol over freight rates is based on the premise that railways are so affected with the 
public interest that any of their major acts may reasonably be subject to review by public 
authority. Consequently it is proper to raise for examination not only the effects of 
increased rates upon particular groups of producers and consumers, but also the possible 
adverse consequences of such increases upon the economy as a whole. These effects are 
related to fiscal policies, to price levels and changes in price levels, to inflation and 
deflation, and to all fluctuations in business activity ordinarily associated with the business 
cycle. 


So prominent are the railways in the economic life of the country, and so sub- 
stantial is the increase in rates now sought, that the effects of granting the request are 
bound to make for major disturbances of price level relationships. Whether the effects 
would work out in a sharp stimulus to further inflation or whether they would pre- 
cipitate or accelerate a deflationary spiral of prices would depend upon the stage of the 
cyclical processes at the time when the freight rate increases were made effective. The 
inflationary trends of recent months persist without sign of immediate abatement. If any 
substantial proportion of the factors in our economic life, including particularly perhaps 
the psychological one, continue to favour price-level increases, a thirty per cent. jump in 
freight rates will support and intensify the effect of these factors. If, however, as some 
careful observers consider probable, the force of the inflationary elements in the Canadian 
economy is being dissipated in what may well be a final burst of energy, a thirty per cent. 
increase in freight rates would act in a deflationary manner and might in fact provide a 
shock sufficient to institute and prolong an economic recession of considerable severity. 
There is little doubt that the drastic increases in freight rates allowed as of September 
13, 1920, in the Forty per cent. Case, aggravated the recession which had already been 
established at that time. The deflationary aspects of the question will be dealt with 
below. 

6 

As long as underlying conditions in Canada favour inflation any substantial increase 
in freight rates would tend to raise price levels still further for a number of reasons. First, 
retail prices would tend to rise by more than the amount of the increase in freight 
charges, because each distributor calculates his mark-up on the basis of the laid-down 
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cost of the commodity to him. Second, and of vastly greater importance today than a 
generation ago, is the fact that an increase in railway freight rates would permit an 
increase in the rates of competitive carriers, notably trucks. The pyramiding process 
applies to distributors’ cost and mark-up calculations no matter what carrier moves the 
goods. ‘Third, experience shows that in an inflationary situation there is not likely to 
be any condition of ultimate balance between wages and employer earnings. If higher 
wages support the argument for higher railway rates and earnings, higher railway rates 
and earnings in turn will support the demand for further wage advances. 


The spiral process is familiar to all. The prominent position which the railways 
occupy in Canadian economic life makes it inevitable that any major upward revision of 
railway rates under the permission of the Canadian Board of Transport Commissioners 
would be interpreted by the business community as representing governmental sanction 
for further price advances in every segment of the Canadian economy. It is axiomatic 
that the powers of the central bank and the taxing, borrowing and spending policies of 
a strong government may be used to halt such a spiral. Yet the fact remains, that the 
exercise of such powers in themselves often initiates a recession. 


Forces making for inflation in the Canadian economy at the present time are gener- 
ally speaking the following: (1) the current level of public and private investment, 
including residential building; (2) foreign buying on credit; and (3) the current level 
of purchases of durable and semi-durable consumer goods. The effects of the freight rate 
increase on the Canadian economy cannot be considered apart from the courses taken by pur- 
chases in these markets. If these forces continue to hold up the current level of economic 
activity, then the proposed increase in freight rates could easily become a factor leading 
to a further inflationary rise in prices since it would lead in all probability to further 
demands for higher wages. 


On the other hand, there are some reasons, connected chiefly with the world 
monetary crisis, for feeling that the inflationary forces are beginning to recede. The 
deflationary effects are connected in part with the sterling-dollar crisis and in part with 
regional relations of the Canadian economy. It will be pointed out that the greatest 
dangers lie in longer-term regional disruptions of the national economy which will not only 
affect the west but also the relations of Canada to the world. 


The effect of the proposed increase in freight rates might easily be such as to 
bring a double impact upon the industrial areas of Canada. Such an impact could very 
easily set off a cyclical down-turn in economic activity and national money income. So 
long as the present food crisis in Europe lasts, current reductions in foreign demands are 
more likely to affect industrial than agricultural products. The’ imposition of higher freight 
rates would certainly reduce in some degree western demands for industrial goods from 
the east, both because of the higher laid-down costs of eastern goods in the west and 
because of the reduced money incomes in the west where part or all of the increased 
costs of transportation fall on the western sellers. Thus the industrial areas would suffer ! 
simultaneously from reduced domestic and foreign demand. 
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The adverse effects of an increase in freight rates would not be limited to effects on 
industrial production in Eastern Canada. Certainly so far as the west can get alter- 
native sources of supply by shorter hauls from the United States there would be some 
tendency to turn to that market rather than to either Eastern Canada or Europe. This 
would have a double effect so far as imports of the west from European countries are 
concerned of diminishing their supplies of Canadian dollars and of raising our demand for 
American dollars. Surely at a time when the relation between the “hard” and “soft” cur- 
rency areas of the world forms the most intractable problem in reaching a new and 
relatively stable adjustment in international economic relations, the adoption of a policy 
likely to aggravate this problem, in whatever degree, is both politically and economically 
inadvisable. 


Deflationary effects might be offset or reduced in eastern areas if the railways 
actually did secure larger revenues from the rate increases. ‘The revenues would be 
secured predominantly from the west and would tend to reduce money incomes in that 
area. The costs of maintenance and operation tend to be relatively lower in the west and 
the plants producing rolling stock are situated in the east. For these reasons major new 
expenditures by the railways would be in the east, although it is probable that increased 
imports of steel, etc., from the United States would reduce the aggregate of these. 
However, it is to be noted here that such expenditures by the railways would need to be 
very carefully timed. If deflationary influences on eastern industry started operating 
before the spending programme of the railways, cyclical recession could mean that even 
at the higher rates total freight revenues might be less than at the lower rates and higher 
expenditures by the railways might appear out of order. 


Great as is the threat which a substantial increase in freight rates offers to the 
Canadian economy as a whole a still greater danger lies in the extreme probability of 
further disruptions in regional and international relationships. In the first place, to the 
extent that prairie incomes over a term of years have tended to be lower than the 
national average, an increase in freight rates will be regressive in that the burden will 
be borne by those least able to support it. In the second place, as will be shown at 
length in other parts of this submission, the proposed i increase would almost inevitably be 
reflected in further sharp reductions in western incomes. 


With respect to the regressive effects of an increase in rates, an individual, by the 
purchase of stocks or bonds, etc., may invest his savings anywhere in Canada or even else- 
where, but his consumption expenditures depend upon his place of habitual residence. 
Persons with lower incomes normally spend a larger percentage of these on consumption. 
The Western Canadian will be hit on one side by the increased costs of laid-down 
“imports” and on the other side by the reduction of western incomes. 


Sharp reductions in prairie income would almost certainly result from longer-term 
effects of a freight rate increase on foreign demand for western products. As the other 
food-growing areas of the world approach full production, demand for Canadian food 
exports will grow more and more elastic. An element of higher laid-down costs in the 
foreign markets, resulting from higher transportation costs, could be a factor greatly 
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reducing our exports of livestock and other agricultural products. Even though freight 
rates on wheat exports may not rise, nevertheless wheat exports may be materially reduced, 
since our ability to deliver wheat in Europe on a price basis which meets the competition of 
other wheat-growing areas will be impaired by higher costs of production. If we should 
lose these avenues of export for the west, it would mean the virtual destruction of the 
economy of the Prairie Provinces for a long time to come. 


Such an event would have repercussions far beyond the borders of the region imme- 
diately affected. The world today appears to be dividing itself into two armed camps. 
The peace of the world may very well rest for some time upon the abilities of a 
number of nations to resist being drawn fully into the orbit of either of the great 
adversaries. Canada’s ability to maintain ties outside the western hemisphere may depend 
fundamentally upon her ability to maintain strong economic ties with the countries of 
Western Europe and elsewhere. In the maintenance of such ties nothing may be more 
important than the ability to lay down agricultural products in the great food-importing 
countries at prices which will maintain these markets for Canada. Transportation costs are 
already a serious obstacle in reducing laid-down costs. ‘To increase these costs at a time 
when the purchasing ability of our customers has been impaired by a great world war 
would appear to be suicidal. 


Regional discrimination in freight rates is a monopolistic policy which throws the 
burdens of railway obsolescence upon the areas where the competition of other carriers 
is unimportant. To permit a public utility to use such a method under current Canadian 
conditions appears to be not only ethically indefensible so far as the human rights of 
citizens of the Prairie Provinces are concerned but from the standpoint of the nation’s 
interests in a troubled world, it would appear to be politically and morally foolish. 
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PART IIl 


THE CANADIAN PACIFIC RAILWAY HAS SHOWN NO NEED OF INCREASED 
_ REVENUES THROUGH HIGHER FREIGHT RATES 


In supporting their application for a general increase in freight rates the railways 
have insisted that the case is entirely a financial one, that is whether the railways require 
additional funds in order that proper transportation facilities may be provided and a 
reasonable return be available for investors. In the view of the Province this position 
is untenable but it is nevertheless readily conceded that the fiscal position of the railways 
is entirely relevant to the inquiry. In other words while there are many other factors 
in the economic and social life of Canada that must be considered before higher freight 
rates are made effective, still it is of prime importance that sufficient funds be available 
to the railways for the provision of adequate transportation facilities. It will further be 
assumed that a reasonable return should be paid on the capital stock of a railway company. 


While other factors will be dealt with later in the argument it is proposed at this 
stage to meet the railways on their own ground and treat the case as a fiscal one. As 
has been explained in Part I this means that the contention of the Canadian Pacific Rail- 
way will be dealt with since the fiscal position of the Canadian National Railways in 
relation to freight rates is entirely unreal. And in this regard it may be stated that the 
claim of the Canadian Pacific Railway is specific. 


The method adopted by the Canadian Pacific Railway was to estimate the total 
costs of the system for the year 1947 on the assumption that a certain volume of traffic 
would be carried and the physical plant of the system maintained at a desired level of 
efficiency. As against this the income to be derived from carrying the anticipated 
volume of traffic at existing rates was calculated. 


Exhibit 22 shows that the “requirements” of the C.P.R. for 1947 including taxes 
on income total some $58 millions against which only some $18 millions of net railway 
earnings is shown as available, leaving a claimed shortage of some $40 millions. 


The Province categorically denies this contention of the Canadian Pacific Railway. 
It will be argued that the Company has both underestimated income and overestimated 
expenditures. It will be argued further that in several particulars the claims of the 
Railway are completely untenable. The argument will be presented under the following 
six heads: (a) That the Canadian Pacific has presented a pessimistic estimate of freight 
revenue for 1947; (b) That the Canadian Pacific has failed to include savings from tech- 
nical improvements which should substantially reduce expenditures; (c) That the Canadian 
Pacific has improperly calculated depreciation on all railway assets currently in use; (d) 
That the Canadian Pacific should include revenues of the Company other than those arising 
strictly from the provision of transportation services; (e) That the Canadian Pacific 
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return on investment should be strictly limited to the capital stock of the Company; 
(£) That the Canadian Pacific can effect further economies through co-operation with 
other railways. 


(a) Estimates were presented to the Board early in the inquiry by the Freight 
Traffic Manager of the Canadian Pacific Railway Company on freight traffic revenues 
for 1947 and by other officers of the Company on passenger and other railway operat- 
ing revenues. A tendency to underestimate freight revenues was revealed and this has 
been borne out as information on actual revenues realized during the present year has 
become available. 


In late October and early November of last year the Freight Traffic Manager 
estimated freight earnings for 1946 at $215,514,000 based on actual known revenues of 
$178,431,000 for the first 10 months and an estimate of $37,083,000 for the months of 
November and December, (Exhibits 2 and 15). Actual freight earnings for 1946 proved 
to be $218,551,000, revealing an underestimate of $3,037,000, (Exhibit 18). The witness 


suggested this was an error of 1.4 per cent. (p. 1118 of the record) but inasmuch as the 


entire underestimate was made on the last two months of 1946 the error was $3,037,000 
on the actual revenue of $40,120,000 or 7.6 per cent. 


Exhibit 19 was introduced to show how good an estimator the Freight Traffic 
Manager was. This exhibit reveals many inconsistencies in estimating but the tendency to 
underestimate by substantial sums is quite apparent (Table I). 


TABLE I 


Estimates of C.P.R. Freight Revenues Made by Freight Traffic 
Manager, Compared With Actual Revenues (Exhibits Nos. 18 & 19). 


Estimate Over (OQ). 


Estimated Actual or Under (U) 

Year Month Estimate Made Revenue Revenue Actual Results 
BIO46 2 Oct NOV. 1946.6... Mi erentenans 215,514,000 218,551,000 $ 3,037,000(U) 
HOLS el ly O48 Ss os tee hizo cone 228,517,073 227,707,486 809,587(O) 
HOSE MICE, AGG. 2s, co65y. cc cere eave: 235,711,147 233,118,473 2,592,674(O) 
1043 mESeptem ber; 1 O43ie. Maecenas 212,825,547 217,943,039 5,117,492(U) 
OADM OCTODEr, 1942. etcetera eens 195,418,720 195,897,780 479,060(U) 
104tewSeptemberss1 941 .........h4 cutee 170,589,916 177,401,114 6,811,198(U) 
1940 September, 1940.............ccccsseees 134,427,798 135,831,653 1,403,855(U) 
1989 September1939 0 oo, s:.cee eee 120,388,556 120,338,068 50,488(O) 
1983S September; 1938. ..c0 hat wees 110,820,055 110,327,509 492,546(O) 


Results varied all the way from an overestimate of $2,592,674 to an under-! 
The average overestimate (four years) was $986,000 but where. 


estimate of $6,811,198. 
underestimates occurred (five years) the average was $3,370,000. ‘Thus we see the 
greater tendency to be conservative in freight revenue estimates and the very sub- 
stantially greater magnitude of such underestimates. It should be noted that in! 
all cases the estimates were made late in the year. 
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The Freight Traffic Manager stated, at page 928, transcript of evidence: 


“During the years 1940 to 1943 it was much more difficult to make estimates 
because traffic was increasing more rapidly than we anticipated it would.” 


Surely the art of forecasting is to judge accurately the degree of change in 
traffic trends, and whether traffic is increasing, declining or maintaining a uniform 
level, deviations from actual results nevertheless reflect the extent of failure in judg- 
ment. Since accuracy to the last dollar is not expected it is not the intention here 
unduly to criticize the Freight Traffic Manager for his errors in forecasting but rather 
to emphasize that significant inaccuracies appear to be inherent in forecasts of this 
nature. From the standpoint of the normal requirements of the Company for in- 
formation it is probably well for revenue estimates to err on the conservative side 
but it is strongly suggested that, in view of the record, it would be unwise to place 
much weight on the 1947 C.P.R. freight traffic forecasts in deciding the issue now 
before the Board. 


It must be borne in mind that at no time in the past has an estimate been 
attempted for a whole year in advance. If we accept the explanation of the Freight 
Traffic Manager that the large errors in the war years were due to an abnormal up- 
ward trend, we are entitled to assume that the error in the 1947 estimate would more 
likely be in the order of that revealed in the. last two months of 1946. This was 
as indicated, 7.6 per cent. If this is an acceptable measure of the degree of error 
which may be expected in 1947 it suggests that the freight earnings estimated at 
$223,500,000 (Exhibit 22), may actually prove to be $240,500,000 or $17,000,000, 
greater than estimated. There is evidence that suggests this is more likely to be 
realized than the estimates made by the C.P.R. 


The possibility of revenue being above that estimated by the Freight Traffic 
Manager was discounted because, he argued, shortage of equipment, lower average 
loadings and change in the length of haul and character of traffic would preclude the 
company from earning any more revenue than his estimate showed and indeed he 
had reduced some of the estimates of his traffic officers on this account. 


Data are now available to show actual results for the first eight months of 
1947 in comparison to the same period in 1946. Freight earnings up to and including 
August, 1947 totalled $158,629,401 compared to $136,428,161 in the same period of 
1946 (Exhibit 393), an increase of over $22,000,000 in the first eight months, com- 
pared to an estimated increase of only $5,000,000 for the full year. There is no 
reason to expect a sudden falling off of traffic in the last four months and it would 
appear that the well defined tendency of the Freight Traffic Manager to underestimate 
freight revenue by substantial sums will again be manifest when the actual results for 
the full year 1947 are available. 


The record for the first eight months of 1947 is particularly enlightening in 
view of the very definite evidence given by the Freight Traffic Manager that his 
estimate could not be exceeded because of the limiting factor of equipment shortage. 
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No doubt car shortages can be a limiting factor but the evidence of actual perfor- 
mance to date shows that such limitations are of an extremely elastic nature and 
suggests that so far the true limits have not been reached. 


Mr. R. E. Moffat, Economic Adviser to the Manitoba Government, made aa 
study of the relationship which has existed in the past between tonnages carried by | 
the railways and freight revenue therefrom (Exhibit 328). He also made an exhaus-— 
tive survey of tonnages of all commodities available for carriage in 1947, (Exhibit 
327), Coupling the results of the two exhibits, Mr. Moffat estimated possible C.P.R. 
freight earnings for 1947 at $249.7 millions. This was attacked on the ground that) 
the Company could not supply cars to carry the traffic necessary to produce such | 
revenue and filed Exhibit 330 in support of their contention. Certain corrections | 
were made in the exhibit by Mr. Moffat in the light of which he, reaffirming his first 
contention that the traffic was available, gave as his considered opinion that the 
C.P.R. could and would carry the additional traffic and realize his estimate of freight | 
earnings of $249.7 millions. | 


In view of the record of underestimating by the Canadian Pacific, the well 
supported evidence of greater freight earnings presented by Mr. Moffat and actual 
results for the first eight months of 1947, there seems little doubt that freight revenues | 
in 1947 will exceed the estimates furnished to the Board by the Company. 


The railways have emphasized increased costs of operation and declining net | 
revenues. It is admitted that railway operating expenses have risen. This is| 
shown in the case of the Canadian Pacific by Exhibit 393. While it is true total 
railway operating expenses rose from $167,392,300 for the first eight months of 1946 | 
to $184,868,673 in the same period of 1947 the net railway operating income declined only | 
from $10,171,861 to $9,642,491. The net position deserves a close scrutiny for it | 
will be noted that the 1947 expense figure includes railway tax accruals of $10,- | 
644,649 in the first eight month period whereas the total for the year 1947 was esti- | 
mated at $7,000,000 (Exhibit 22). This striking increase in the provision for tax 
accruals indicates either much greater anticipated revenues for 1947 than ae 
estimated by the C.P.R. or an excessive charge against the revenue of the first eight | 
months with a consequent understatement of the net income position. | 


(b) In few otner fields have technological improvements been more marked) 
during the past twenty years than in railroading. Important advances have been | 
made both in road and rolling stock and in technical aids to operation. 


Marked improvements have been introduced into the manufacture of rails 
and in methods of track fastening according to Factors in Railway and Steamship 
Operation, a book assembled and edited by the General Publicity Department of the 
C.P.R. in 1937. At page 72 the following appears: 


“The processes of manufacture have been materially improved. ‘The ori-! 
ginal Acid Bessemer process of steel making has given way to the Basic Open | 


= 
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Hearth process, generally believed to make, with the available ores in this 
country, the best steel possible. Heavier sections of rail have helped the heavier 
wheel loads, made smoother riding track, and kept down the cost of mainten- 
| ance. More efficient rail sections have reduced the number of certain types of 
rail failures, and stronger track has permitted the running of heavier and faster 
trains with fewer track failures than with the former lighter loads, lesser traffic, 
and lower speeds. 


“At first when rail was purchased so little was known about its manufacture 
that about all the railway specified was the section weight and length of rails, 
leaving the rest to the manufacturer. But to-day when an order for rails is to 
be placed, and before prices are quoted by the steel mills, specifications are 

' furnished to the mill covering generally the process, and in great detail the 
chemical composition, section, weight, and length required, the various classi- 
fications as to quality and short length, and the tests of different kinds which 
the finished rail must stand, as well as the tolerance from exact dimensions 
which will be allowed.” 


and at pages 74-75: 


“Rail failures are the subject of constant care, and continual effort is made 
to overcome them. Volumes could be written on this subject, but one or two 
samples of rail failures and how they have been or are being overcome will 
suffice. While the A.S.C.E. 80 pound section was our standard, a very pre- 
valent type of failure was the ‘‘moon shaped break.’ The base would split 

lengthwise of the rail at or within about a quarter-inch of its centre, open 

up from 2 to 8 or 10 inches, and then break or tear off outwards to the edge 

of the flange. When the 85 pound C.P.R. section was adopted, a slight change 
in design was made, giving a better distribution of the metal in the section. 
This made its formation easier to obtain in the rolls, eliminated the seams or 
laps in the base which were the initial cause of this type of failure, enabled 
the rail to cool more evenly on the hot bed, requiring less cold straightening 
at the gag presses, and so cut down the moon-shaped type of base failure that 
it virtually disappeared.” 

| A modern 131-lb. rail is less than four times the weight of the 35-lb. rail rolled 

in 1880, but has eight times the strength. Moreover, the ends of the rail where wear 

is most likely to occur are frequently hardened by heat treatment. 


In Factors in Railway and Steamship Operation, the work referred to above, 


the following appears at page 76: 
| 
| “The joint has always been the weakest point in the track and the greatest 
source of track trouble. Hence the continuous effort to improve it and to 
lessen the number of joints. The old 56 pound rail was laid with fish plates 
and the ends of the rail slotted to permit of spikes being driven through these 


slots to hold the rail from creeping, the joint coming on a tie and being known 


And from page 77 the following may be quoted: 


for it. 
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as a supported joint. But one tie per rail length had not sufficient holding 
power and the joint tie soon crept off its hard bed on to the softer ballast, 
the joint became low, the rail battered, the track was rough, and passing trucks 
assumed a grasshopper movement from joint to joint. ‘To remedy this, angle 
bars succeeded fish plates, and these, having slots near their ends, permitted 
the use of two ties for anchorage and formed the suspended joint. Some roads 
adopted long angle bars and a three-tie joint. The C.P.R. used this type 
on its 72 pound rail, but even this was not sufficient to prevent rail creep and 
consequent low joints. 


“Concurrently with these changes, the staggering of joints came into vogue, 
the joints in one line of rail being made to come as nearly as might be opposite 
the centres of rails in the opposite line, but this, while curing the grasshopper 
effect, did not help materially the battering of rails and brought one other 
serious trouble. ‘The rail creep caused low joints, and trucks hitting these with 
a solid rail opposite gave a sort of lurch which had a horizontal component 
in it that became aggravated in winter when the track was frozen solid, and 
all too frequently caused spike heads to shear, track to spread, and consequent 
disaster. 


“These troubles led to the use of rail anchors, which helped to prevent 
low joints, being fastened to the rail near its centre in groups sufficient to 
anchor the rail, and of the shoulder tie plate, which helped the spikes hold 
the rail to gauge. The rail anchor and shoulder tie plate together cured the 
trouble, and to-day on main tracks equipped in this manner spread track has 
practically disappeared.’ | 


“There are still, however, two joints every 39 feet in our track, and despite 
the improvements made with heavier and better rails, stronger track, and 
better ballast, the rail ends do still batter to some extent, and various schemes 
have been tried to eliminate this. 


“Our method, in common with many railways, is to build up by electric 
welding battered rail ends, then grind them to their original form. ‘This has 
greatly prolonged the life of our rail, and also of many diamonds, frogs, and | 
switch points to which this method has been applied.” 


Admittedly, this improvement in quality cannot be obtained without paying | 
A modern rail may indeed cost, per ton, more than the rail of twenty years 


ago, but it is a better rail for the money and on the basis of units of serviceability | 
it is a cheaper rail. The fact that a better rail costs more per ton than a poorer one. 
may easily create the impression that rails as a whole have gone up in price, whereas 
from the standpoint of usefulness, they have really declined in price. There are, of 
course, cyclical upswings such as that which has occurred since 1941, but the con-' 
tention that the price of rails has been rising over a long period of years is misleading 
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when one considers the service they give in carriage of passengers and freight. More- 
over, it must not be overlooked that the use of rails of longer serviceability is econo- 
mical because it cuts down the heavy expense of wages and interference with the 
movement of traffic involved in frequent relaying. All in all, the assumption that the 
present rails will, when worn out, be replaced by more expensive rails is not sound 
because (a) there may be a cyclical decline in the price of rails (b) the factor of ser- 
viceability must be considered. 


The assumption of the railways in regard to steadily rising prices is not sub- 
stantiated by statistics with respect to ties. 


TABLE II. 


Average Cost of Treated and Untreated Railway Ties, 1926 to 1945 


Average Cost per Tie 


Year Treated Untreated 
192. 6 ire ee ect CARE ENR Aa Pe $1.54 (ole 
LOD MADR 4 Ne ee ak LA! 1.44 67.9 
LOD SU We ee he ee ee te a 1.40 70.4 
LO DOT NEN, pee bead LL st ee geek 1.36 70.4 
LOS ee reer eek ate as ee 5, Teale 1.44 70.4 
NOG TRO ts ewe eee cao ay hie fA Seems 1.38 69.7 
OSD Oar tier ict h ees ites ne ie Se ane 1.36 63.4 
LOSS AV AeR E.Mey sc Nea 1535 56.8 
LOSES ores 200. ee CR ume! eee 1228 49.6 
LOSS PERL. COPE eRe. eV. ie esheets 1522 SOS 
LOS Gee Meta Wh Eis Nata hat eae i ah A517 54.2 
OS fee ee ee DE or Me i) 8d Nee a bapa) 55.9 
LOGS Sieg ete tee es et aie Ge 1.24 58.1 
FS ee cath Shee, Aa apn Sr MMR ANIC Ole 125 58.0 
LOA OTN RR eer ay ee ene Aenean Loy 60.0 
TOA Troe rts ce Sa vie eres Oe ee 1ST 63.0 
tS Se) ea ve die Rie Sma NN, Cte 1.36 70.0 
194 3 i ANPe ieee he. Wt a a beeen coe 1.44 88.0 
OFA a ease PAAR, on Merted SO Ne tc 1S $1.06 
LORS So Ua weed hee tek A ene 1.84 $1.26 


SOURCE: Statistics of Steam Railways of Canada, Dominion Bureau of Statistics. 


There are, of course, cyclical variations, but the general trend is not steadily 
ipward. As in the case of the rails, the life of the tie is extended by technological 
levelopments, such as creosoting, improved track fastenings, more rigid rails, which 
listribute the weight of the cars over several ties, and better counter-balancing of the 
ocomotive driving mechansim which reduces the pounding on rails and ties. Longer 
ife for ties reduces the labour cost per annum for their replacement. Furthermore, 
he technical advances have allowed the use of cheaper woods, such as larch, lodge- 
ole pine, and jack pine, instead of more expensive hardwoods. ‘Io quote again 
rom Factors in Railway and Steamship Operation, at page 83: 


“A conservative estimate of the average life to be expected from our ties 
is 26 years. Assuming this life and using the 1937 cost of treated ties in the 
track, of $1.90 each, the saving due to the treated ties now in service amounts 
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to one and one-half million dollars per year. This saving is easily explained. 
The cost of the untreated ties, with 10 years’ service in the track, is $1.30 each, 
and the cost of the treated ties, in the track, is $1.90 each. ‘Therefore, by the 
expenditure of 60 cents more on the untreated ties we have increased their 
average life two and one half times. Since our tracks are equipped with a 
large number of treated ties, they are from two to three times stronger ‘than 


they were when no treated ties were used. There is also a large saving in 


labour due to fewer renewals required per mile, less surfacing, lining, and gaug- 


ing, and fewer derailments. These are indirect savings which cannot be ac-]j 


curately estimated, but they amount to a very appreciable sum each year.” 


And again at page 87 it is stated: 


“Tf our present policy of using one and one-quarter million treated ties 
annually on Western Lines and practically 100 per cent. treated ties for re-| 
newals on Eastern Lines, is continued until 1944, the Company will have saved 
over twenty-eight million ties; equivalent to more than thirty-six million dollars 


at today’s prices.” 


The annual interest on $36,000,000 at 4 per cent. is $1,440,000. 


Statistics are unfortunately not available to the respondents for detailed analysis} 
of the other materials which railways purchase. It is vigorously contended, however,} 


that the mere quotation of price changes without considering either the more or less 


temporary cyclical character of those changes or the service life of the materials, gives] 


MS 


an entirely distorted picture of the true situation and does not justify the assumption 


of the applicants that when equipment and way and structures presently in use are] 


worn out they will necessarily be replaced at higher prices. 


Similar technological advances have been made in rolling stock. The carriers 
have also assumed that the new units acquired will have no earning power beyond 
those at present in use. In effect, this assumption denies that there is any techno- 
logical improvement in railway property. A forty-ton freight car bought in 1947 to 
replace a smaller one purchased in 1919 is more efficient. Technological Trends in 
Transportation, prepared by the U.S. Transportation Board of Investigation and 
Research and presented to the 79th Congress, Ist Session, as S. Doc. 76, 1944, states: 
(passim) : 


“In 1932 the committee on car construction of the American Association of 


Railroads approved 40 and 50 ton steel sheathed, steel frame, wood lined box 
cars from three to four thousand pounds lighter than previous cars of equal 
strength, size and capacity....Car builders are now using one-piece castings 
for underframes and are welding other parts. The use of high-tensile steel is 
expected to cut the weight by 25 per cent. There is, however, a practical 
limit to reductions in weight because one must consider the braking power 
for loaded and empty cars. Car brakes adapted to empty and loaded cars 


have been devised but they increase the weight of the car by 400 pounds and 


cost $150. Light weight is particularly important in coal, ore and wheat mov- 


. 
] 
| 
| 
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ing in heavy volume and loaded at the full rated capacity of the car. Non- 
corrosive or stainless steel has great advantages in the handling of coal, sulphur, 
and bauxite.”’ 


Further examples of technological improvements might be given but modern 
equipment is quite definitely not a mere replacement of an old unit with a new one 
having no greater earning capacity. The new freight car is likely to be lighter in 
weight, with less tare relative to pay-load, capable of moving at faster speeds, easier 
to load and unload, capable of standing rougher usage, with superior type brakes 
and with very much better draft gears. Modern locomotives have greater tractive 
power, are faster, are less severe on track and are much more economical of fuel and 
water. There is some extra expense involved in maintaining the new devices such as 
mechanical lubricators, feed water heaters, superheaters, automatic stokers, boosters, 
which are included in a modern locomotive, but these are offset—are much more 
than offset—by the savings already mentioned. A modern locomotive normally spends 
less time in car-shops and performs many more ton-miles of service between shopping 
than the 35-year-old locomotive which it typically replaces. The publication, Tech- 
nological Trends previously referred to states that roller bearings almost double loco- 
motive mileage and are often added to old locomotives. In short, the Canadian 
Pacific is not sound in its contention that the costly new equipment which it expects 
to purchase will have no earning power beyond that of the units replaced at the con- 
clusion of their service life. It may be significant that the Canadian National scarcely 
mentioned this matter when arguing in favour of the freight user contributing to 
additions and betterments. 
| On the Canadian Pacific the number of freight locomotives has declined from 
1,495 in 1923 to 1,352 in 1931, to 1,264 in 1938, and to 960 in 1945 according to 
exhibits presented. Yet the Chief of Motive Power of that railway did not feel that 
this decline would lead to any serious repercussions presumably because the increased 
speed and greater serviceability of the newer locomotives would permit a larger volume 
of traffic to be handled without delay and, incidentally, with reduced capital and 
maintenance costs. 


The Canadian National Railways is particularly interested in the use of diesel 
locomotives. This new equipment has many advantages over the conventional steam 
locomotive because of its high tractive power at all rates of speed, its reduced water 
consumption, ease of refuelling with consequent reduction of time involved at watering 
and coaling (or refuelling) stations, typically higher operating speed, reduced time 
spent in shops, and its cleanliness. During the hearings Canadian National officials 
gave evidence that diesels would be used exclusively on Prince Edward Island and 
since that time the Canadian Pacific has announced that only diesels will be used on 
its lines on Vancouver Island. These adoptions in two small but important areas are 
the first instances of any extensive use of diesel power in Canada outside of yard 
service. It may be significant that in the United States diesel power is used far more 
extensively. 
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On the Canadian National in the early 1930’s it was thought that 30 miles per | 


car-day was good performance but now officials expect to get 40 miles. Since 1937 
the increased capacity of freight cars on the same road is the equivalent of 3,700 
cars—again with savings of capital and maintenance costs. To be sure, there has 
recently been some decline in the net weight of loads hauled in these larger cars but 
this has been the result of a change in the character of the traffic rather than lighter 
loading as such.. Wartime regulations regarding minimum carloadings have been 
continued. This in itself represents a very considerable economy in railway operation. 


Technological improvements are not confined to road and rolling stock but 


are making important savings possible in operating practices and maintenance of road ) 


and equipment. The Canadian Pacific has recently established a Research Depart- 


ment to co-ordinate the research activities previously carried on by individual depart- | 


ments and to stimulate the efforts of officials to devise new ways of reducing costs, 
improve operating efficiency and provide better service to the public. This Depart- 


ment is currently experimenting with ticket issuing machines and with devices for in- | 


dicating the probable existence of hot boxes. The Company is also purchasing self- 


clearing hopper cars, i.e., cars in which bulk material like cement can be loaded through | 
the roof and then, at destination, unloaded through hoppers so that the material | 
can be removed on endless beits. These cars will eliminate packaging, reduce hand- | 


ling charges, and speed up delivery. The Company is also conscious that the science 
of metallurgy has made greater advances in the past five years than ever before in 
history and is planning to make use of these advances in the construction of freight 
cars, locomotives and power plants with the object of increasing the size, lengthening 
the life, and reducing the operating costs of the units concerned. ‘The Company is 
using track-testing cars and mechanical track tools extensively. 


Further, the installation of block signals is making operation cheaper and safer 


and indeed has been credited with enabling the railways to handle expeditiously the | 


large volume of war traffic. The following extract from the Canada Year Book 1945 
shows what has been accomplished during the war years: 


“In meeting wartime transportation requirements, Canadian railways 
have been operating with fewer but more powerful locomotives than in 1917 


and more capacious but fewer freight cars. The Canadian National Railways | 


reported that the vastly increased war traffic handled by them in 1943 was moved 


| 
| 


| 
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with 16.6 p. c. fewer locomotives and 15.4 p. c. fewer freight cars than in 
1917. The Canadian Pacific Railway reported that 26.8 p.c. fewer loco-| 


motives and 16.6 p. c. fewer freight cars were required to handle the 1944 
traffic of that company than in 1917. 


“The average tractive power of modern Canadian locomotives is 32 p. c. 
higher than that used in 1920 and the average carrying capacity of freight 
cars has been increased from 35.141 to 43.419 tons per car with corresponding 


improvements in loading methods. The speed of freight trains between terminals” 


has been increased by 60 p. c. as compared with 1917, thus making possible 
a quicker turn-around of freight trains. ‘These combined factors have increased 
the utilization of freight cars by 70 p. c.” 


| 
| 
| 
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The Brief filed with the Board by the Saskatchewan Federation of Labour (C.C.L.) 
pointed cut that “As a result of these developments, the railways in 1945 were hauling 
a combined ton-mileage and passenger mileage of 414,000 per employee, as compared to 
only 236,000 in 1936.” This is of the utmost significance in assessing the validity of 
the claims of the Railway Association of Canada for increased freight rates due to higher 
wages paid to employees. 


Evidence is on the record in the present case that significant savings can and 
have been made during periods of stress in the past by taking advantage of scientific 
improvements. Thus, Mr. L. B. Unwin, Vice-President in Charge of Finance, Can- 
adian Pacific Railways, at page 4017, transcript of evidence: 


Q. In speaking of the necessity of replacing equipment is not this the 
case, that over the period of years with the C.P.R. as with other railways there 
has been increased use of improved mechanical equipment, which is reducing 
the amount of labour required and the amount of other expenses of operation: 
is that so? 


A. ‘That is true in the art of railroading generally. It is one of the things 
that enabled us to get through the depression years. 


The question naturally arises that if technological aids to railroading were 
effective in enabling the C.P.R. to get through the depression period with its lower 
traffic volume should not they, with a decade of further improvements available, be 
equally effective today in reducing costs under conditions of heavy traffic volume. It 
will be strongly argued that the widespread savings in cost in every field of railroading 
brought about by technological improvements have not been given due weight in the 
Railway’s estimates. 


Admittedly the new equipment costs money but much of it can be purchased 
with equipment trust notes at very low rates of interest (2 per cent. or less). Rail- 
ways, like individuals, do about what they are forced to do. Now that the need for 
moving war-swollen traffic is less urgent and attention can be given to peacetime 
technological improvements, the railways of Canada will be able to offset their in- 
creased costs in some directions by taking advantage of rapidly advancing techniques. 
The railways in this case, probably unconsciously, seem to have adopted the attitude 
that they do not need to prove that their costs are as low as they can be and still 
maintain efficient operation. ‘Their attitude has been that all they need to show is 
that their costs are high and that therefore rates should be increased. But increased 
rates will drive business to their competitors. This in turn will involve higher rail 
costs relative to rates and presumably an application for a further increase in rates. 
If in the present case the Board gives an increase in rates without detailed enquiry 
into operating costs (which is virtually what the railways are asking for now), it will 
find it difficult in subsequent applications to refuse a further increase based on the 
same sort of incomplete evidence. If this application is granted, it will inevitably 
lead to progressive increases in rates and a continuous decline in the share of trans- 
portation handled by railways. Indeed it is not too much to say that the future of 
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the rail carriers lies in technological improvements which will reduce their costs, pro- 
vide better service and improve their competitive position and not in higher rates 
which will in. the long run drive business from the rails to highway or waterway 
carriers. | 


(c) It will be contended in argument that the Canadian Pacific Railway has made 
charges for depreciation which are altogether excessive. This excessive depreciation 
is charged against current earnings and the result, it will be argued, is that the net 
earnings shown for 1946 and the forecast for 1947 are far below what they should be 
if proper accounting were employed. The application of the Railway is based en 
operations for 1947 so it will be convenient to consider what a proper depreciation 
allowance for that year would be. 


The Railway has some $650 millions of railway plant which is subject to depre- 
ciation. Of this amount $350 millions represents Rolling Stock and $300 millions is 
Road, or Way and Structures. The matter of Rolling Stock depreciation will first be 
considered. 


In 1940 the Railway changed from “retirement” to “depreciation reserve” accounting 
thereby doubling the annual percentage of earnings chargeable against its patrons for this 
type of expense. It had carried on without depreciation reserve accounting for sixty years 
before that time. 


The method of depreciation reserve accounting recommended by all authoritative 
bodies, including the Interstate Commerce Commission, is straight line depreciation. 
The Canadian Pacific adopted a system of its own called “user” depreciation, which 
is not utilized by any other railway in Canada, in the United States or, so far as is 
known, anywhere in the civilized world. The proposed charge for 1947 is considerably 
greater under the “user” basis than under the straight line basis and the Railway in 
its foundation exhibits seeks to charge $14 millions against earnings, for its own pur- 
poses and for rate making, in 1947. 


The change of accounting methods introduced in 1940 is to say the least, un- 
usual, and it has resulted in depreciation charges far in excess of such charges when 
calculated by the methods employed by other railways. Moreover it should be pointed 
out that the locomotives, freight cars and passenger cars of the Canadian Pacific were 
old in 1940. Replacements have been delayed during the war, which has still further 
increased the average age of the rolling stock in service in 1947 and their service 
lives are now exhausted to the extent of 75 per cent. to 85 per cent. as against a normal 
50 per cent. The equipment in service in 1947 is therefore very old, and much older 
than on comparable American roads. Thus the charge proposed by the C.P.R. is 
considered excessive and the maximum allowable as a charge for rate making in 1947 
is some $11 millions computed on the straight line basis prescribed by the Interstate 
Commerce Commission for all U.S. roads since 1914. 


So much for Rolling Stock. Let us next consider the property item of $300. 
millions described as Road, that is Way and Structures including shop and power 
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plant machinery. Prior to 1942 the Canadian Pacific charged all renewals of this 
asset to operating in the year of renewal. In 1942 it changed its policy to deprecia- 
tion reserve accounting as it did in 1940 for Rolling Stock. Here again the ‘‘user’’ 
basis was adopted. 


The adoption of depreciation reserve accounting for Road at this late date 
in the company’s history achieves no useful purpose. The Canadian National Rail- 
ways does not use this method and accounting authorities support the policy of the 
Canadian National. It is believed that retirement accounting as now practised by the 
Canadian National should be adopted by the Canadian Pacific or in the alternative 
that it should continue with renewal accounting which it had followed for the past 
sixty. years. 


The claim of the Canadian Pacific for Road depreciation on the ‘‘user’ basis 
for 1947 is some $7 millions. On the “retirement” basis the Canadian National 
estimates $1.5 millions on its Road asset in 1947 and on the same basis the Canadian 
Pacific should not require more than that amount. Even on the ‘‘renewal’ basis 
the figure would not exceed $3.5 millions for the Canadian Pacific. The “straight line” 
basis would show some $4.5 millions. 


On the combined investment in Rolling Stock and Road, the provision for amorti- 
zation of service value claimed by the Canadian Pacific stands at some $21 millions. 
It is submitted that this amount should be disallowed by the Board and replaced by 
a figure of not more than $14.5 millions, consisting of some $11 millions for Rolling 
Stock and some $3.5 millions for Road. 


The above deductions concerning depreciation will be relied on in argument. 
But the Province does not stop there. It is now submitted that the whole claim of 
the Canadian Pacific Railway for railway operating expenses, including amortization 
of plant values, is grossly inflated. Fortunately a convenient formula exists for putting, 
this matter to the test. 


Professor W. T. Jackman, the eminent, Canadian authority on Transportation 
Economics, reaches the emphatic conclusion at page 102 of his Economic Principles 
of Transportation that 45 per cent.of operating expenses will fluctuate with traffic volume 
and that 55 per cent. are fixedin their nature. The Canadian Pacific Railway has furnished 
the Board with many Exhibits setting out comparative figures, using as its base the 
year 1939. Wage and material costs have been shown in Exhibit 116 to be 43 per cent. 
above the level of 1939. Indeed this increase is the only reason advanced by the railways 
in either their application or in their testimony, for the proposed increase in freight 
rates. On the other hand, according to Exhibit 165, traffic volume in 1947 is some 
60 per cent. above that of 1939. 
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Now applying Professor Jackman’s formula to the above facts the following 
result appears (in millions of dollars): 


Railway operating expenses 1939 "(per HXMIDIC 336)... )2 ees. ccccscesssneenvess- $121.1 

Raise for increased cost levels (per Exhibit 116) 43.1% .........ccee S222 
$173.3 

Raise for increased traffic volume 1947 over 1939 60% of 45% of 

Siz oo alilion (per Jacks am) eee een ine. cae cep Cian Ge. } boseevteansieons 46.8 

Railway operating expenses for 1939 raised to 1947 level of costs 

and: tranic volume, before taxes “On MICOMEs «6.20 chests nds nes. siamo tte $220.1 

Railway operating expenses for 1947 as estimated by the C.P.R., 

BETOCEREAXECAIOM 1I1COMISs eae ake eae Re 2. Sax Sages nb ate Jbecedayeaee 267.4 

UETINT SSS 000 OU Re oA 00 | OCR $ 47.3 


It will be observed from this application of Professor Jackman’s formula 
that the 1947 patron, on the basis of the Canadian Pacific figures is being charged 
for operating expenses including amortization of plant values, some $47 millions in 
excess of the 1939 level. 


Mr. W. J. Macdonald, F.C.A., the accounting adviser for the Provinces of 
Saskatchewan and Manitoba, dealing with maintenance of Way and Structures and of 
Equipment, showed a difference of some $33 millions as between 1939 and 1947 on 


these two types of operating expense alone. His figures were not successfully challenged © 


by the Canadian Pacific in cross-examination or in rebuttal. The base year 1939 
was not chosen by Mr. Macdonald, but by the Railway. No evidence was tendered 
by the Railway as to the normality of 1939 or otherwise. 


It is therefore contended that the operating expenses of the Canadian Pacific 
for 1947, including its provisions for amortization of plant values, are over-stated by 
a figure of some $47 millions on the 1939 yardstick of physical maintenance. 


(d) The Province will take definite issue with the Canadian Pacific Railway with 
respect to the basis on which prospective revenue for the year 1947 was calculated. 
Officials of the railway estimated that returns to the Company for the year would 
amount to $285,440,000 (Exhibit 22) and this figure was arrived at by adding to- 
gether the anticipated returns from the various transportation services performed by 
the Company. In fact the total revenue accruing to the Company will be much larger 
for it will include dividends from investments, profits from the hotel system, etc. 
It will be argued on behalf of the Province that these other items of revenue should be 
considered when freight rates are being fixed. 


I53) 


In the year 1946 these so-called ‘‘other income’ revenues amounted to $22,779,794 
(Exhibit 143) the break-down being as follows: 


Net earnings from ocean and coastal steamships..............000.00000.. $ 4,202,264 

Net earnings from hotel, communication and miscellaneous 

PECL ee tre aan es ee rt ae rss Ne eu ok ss esamesesoves 2,550,862 

Dividencs)| irom, Investments) oticc.:.1-0s.ios momar eee ena. 8,563,152 

Net income from interest, exchange, separately operated 

properties and miscellaneous Sources. .............000cecclesscsesetecsseneee 7,463,516 
Mkotalt Ay Aree Bales PAA 1) ie Me nee 8 RR ls Rhee $ 22,779,794 


It is the contention of the Railway that in fixing just and equitable freight 
rates only revenues deriving from transportation services proper, should be considered. 
In other words that the transportation service should pay its own way. From this 
proposition the Province definitely dissents, especially when the history and activities 
of the Canadian Pacific are considered. 


In general the enterprises producing these additional revenues were procured 
either by gift or through the investment of company funds. In the former category 
would fall a large proportion of the Company’s land holdings in Western Canada. 
These lands were a direct gift by Canada to the Railway. To argue that income 
derived from these lands (or assets derived from the sale of lands), in essence a gift by 
the people to the Railway, should not be considered when rates are being fixed that 
the people shall pay for transportation of their goods, is a proposition so ridiculous 
as to be almost insulting. 


As to income arising from collateral investments, the Canadian Pacific hotels and 
the large holdings of stock in Consolidated Smelters m:ght be considered as examples. In 
the case of hotels it may well be argued that the operation of these ventures has become 
a necessary part of the railway transportation business. Certainly both in Canada and 
the United States the operation of hotels by railways has become a common practice 
and it is significant that within the past few months the Canadian Pacific Railway has 
argued before courts of law in two provinces that legislation touching the operation of 
railway hotels is railway legislation. As to the investment in the capital stock of Consoli- 
dated Smelters it may also be argued that the investment was made for the purpose of 
facilitating the control of the freight traffic to and from the very productive property of 
this mining company. 


Whether these activities are direct or collateral, whether they represent transporta- 
tion activities or not, would, however, in the opinion of this Province make little difference. 
Either they are transportation activities or they are not. If they are, then certainly there 
can be no argument that profits resulting therefrom should not be included in the revenues 
of the transportation system for the purpose of rate-making. If they are not then they are 
improper investments for a public transportation utility to have made and should be 
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liquidated and the proceeds used to lighten the burden of the people of Canada who pay 
for transportation services. Certainly these investments were made from funds which 
were accumulated from freight and passenger tolls, and if the investments were unneces- 
sarily made then the rates which produced those funds were too high and were neither just 
nor equitable. ‘I'he Railway should not be heard to argue that revenue deriving from these 
investments is not properly railway revenue. 


The claim of the Railway that the so-called other income should not be considered 
as railway revenue is simply unbelievable when certain other practices are considered. 
For instance, income tax is paid on the entire earnings of the Company yet the practice — 
seems to be to consider this as an expense to be paid from transportation earnings. Like-_ 
Wise interest charges on bonds or other loans, regardless of the purpose of the loans, are a | 
charge against transportation earnings. In view of the claim made by the Railway these 


practices, it is submitted, are little short of astounding. 


It may be expected that the amount of this other income in 1947 will exceed the 
very substantial figure of the previous year. Room rates and other charges in hotels have — 
been increased and most of the ventures into which this Railway has bought are enjoying © 
prosperity. The revenues that may reasonably be anticipated from these other ventures 
will go far to reduce the deficit prophesied by Railway officials for 1947. 


With reference to the hotels and perhaps some other ventures there is this further 
consideration—that in the event of a loss instead of a profit there can be little doubt who 
will bear the loss. The hotels will be close to the transportation system then. And with 
reference to this whole question it must be kept in mind that the Canadian Pacific Railway 
has enjoyed unusual privileges in the past and is still protected in a semi-monopolistic position 
under the provision of the Railway Act. The position of the people who pay the tolls 
cannot be ignored in the case of large public utilities enjoying such privileges. 


(e) It seems to have been established in the transport decisions that a railway is 
entitled to charge rates that will yield a reasonable return so long as those rates are other- 
wise just and equitable. To this principle no objection is being taken especially since it 
is generally conceded everywhere that the financial transactions of a semi-monopolistic — 
public utility should be strictly scrutinized. Grave objection will be taken, however, to 
the investment return claimed by the Canadian Pacific Railway. 


| 
This ‘Railway has put forward the claim that its assets have a value of $1,305,485 ,033 
(Exhibit 13) and that it is entitled to charge tolls that will yield net earnings of $39,790,000 
in 1947 (Exhibit 22)—or an estimated yield of 3.05 per cent. (Exhibit 115)—on this sum. 
Against this claim the Province will definitely protest. In the first place it will be denied — 
that the assets of the Company have any such value. Evidence has already been given 
before the Board that these assets should more properly be valued at about $750,000,000 


and this. evidence will be relied on in argument. 


It is here contended, however, that the value of the railway assets of the Canadian 
Pacific Railway is irrelevant to the question as to what rates should be charged or what 
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return should be allowed to investors. The position will be taken that investment return 

should be strictly confined to a reasonable return on the capital stock of the Company 
“amounting to $335,000,000. ‘This proposition assumes that interest at the contractual rate 
will be paid on all loans, whether in the form of bond issues or otherwise, as an item in 
the annual operating cost of the Railway. 


It is submitted that profits of a company are usually estimated as percentage returns 
to the holders of common stock. A strong argument should be required to justify a depar- 
ture from this practice, but considerations surrounding the expansion of a public utility 
such as the Canadian Pacific Railway seem to point to a restriction of the profits as 
| indicated above. 


| A public utility of this type should, it is submitted, be operated with the object of 
supplying proper and efficient transportation services to the people of Canada and as an 
incident thereto it is conceded that investors should be allowed a reasonable return on the 
“money invested. Expansion of assets should be permitted insofar as such expansion is 
| _ justified for the purpose of supplying proper transportation services, but no further. 

) It is significant that in the case of the Canadian Pacific Railway a claim is made 
that the value of the assets is several times greater than the nominal value of the capital 
) stock, which means that to a great extent expansion has been paid for out of rates exacted 
from the Canadian people. As to whether this was a proper procedure no opinion is here 
expressed, but the proposition is reiterated that the value of these assets should have no sig- 
nificance when determining the proper investment return. , If the matter is approached 
analytically it is evident that the expansion was either necessary as a matter of supplying 
transportation needs or it was not, or part of the expansion may have been essential and 
part of it unessential. If the expansion was essential then the Railway was merely acting 
wisely in the operation of a utility and there seems to be no reason why profits should be 
considered apart from the position of the investor and the amount he has invested. On 
the other hand, if the expansion into such fields as the mining industry and the operation 
of hotels was unessential, then it was improper and the obvious conclusion is reached that 
“excessive rates must have been charged at some period, rates higher than were necessary 
for the provision of proper transportation services. ‘To the extent that this has happened 
it seems clear that not only should no return be allowed in respect of these assets, but that 
these assets being in essence an unnecessary reserve should be liquidated for the benefit of 
present users of transportation services. 


| The claim of the Canadian Pacific Railway inevitably involves a vicious circle of 
expanding assets. Insofar as the return, as claimed, is not needed for the payment of 
reasonable dividends on the common stock, it merely means that the assets of the Railway 
will be increased and on the increased assets a return will be claimed, and so on, ad 
‘infinitum. This claim put forward by the Railway simply cannot be tolerated. A railway 
should aim to provide good transportation services, not to become a financial colossus. 


As to the proper return on the common stock, no opinion is here expressed. But 
‘it might be pointed out that if a return as high as five per cent. on the nominal value of 
the common stock were permitted, the fiscal need of the Railway would be considerably 
reduced below the claim put forward in the application. 
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(f) Before the Canadian Pacific Railway can establish a case for increased freight 
rates it must prove conclusively not only that it needs the money but that it needs the 


money while being operated efficiently. Moreover, efficiency should include co-operation — 


with other railways. The application now before the Board was not made by one railway 
alone but by a group of railways which together have a monopoly of rail transportation in 
Canada. It is submitted that this group should aim to provide, and should provide efficient 
transportation services to the people of Canada at a minimum of cost to the users. This 
will involve a maximum of co-operation among the various railways and particularly 
between the Canadian Pacific Railway and the Canadian National Railways. To the 
people this is only common sense and it was the unmistakable intention of the Parliament 
of Canada in 1933. 


The matter of the possibility of economies through co-operation has an interesting | 
background. It should not be forgotten that from 1933 to 1939 Sir Edward Beatty, then — 


president of the Canadian Pacific, carried on a campaign in favour of unification. Along 


with other officials of the Railway he contended before the Duff Commission, the Senate — 
Committee on Railways, and in the public press that to operate the Canadian National © 


and Canadian Pacific as one railway under one management would result in savings of about 
$75 millions on a 1930 traffic level. If the volume of business handled rose above normal, 
the savings from unification would exceed this figure. Canadian National officials opposed 
the scheme but Mr. S. W. Fairweather, nowvice-president in charge of economics for the 


Canadian National Railways, stated in evidence that in his opinion savings of roughly $56 — 


millions would accrue from unification assuming that management was free to introduce all 
the economies it desired. Mr.*Fairweather’s figure was for the year 1930 and presumably 
would be higher with the current large volume of business. 


The savings predicted above are probably exaggerated. Moreover, unification is 
clearly not an issue and reference is made to it merely as a background to an introduction 


of the subject of co-operation. It should also be stated emphatically that co-operation does © 
not involve the curtailing of services such as the abandonment of branch lines serving the | 


public. With these qualifications we believe the matter to be important although the 


Province is in no position to make an estimate of the potential savings involved. ‘To put — 


the matter bluntly, if there are no savings yet to be attained by co-operation, officials of 
the Canadian Pacific deceived the public when they argued so vehemently in favour of 
unification during the 1930’s. On the other hand, if there are savings to be had from 
co-operation, if Canadian Pacific officers were sincere in their earlier campaign, then they 
must prove that they have done all that is humanly possible to obtain those savings through 
efficient co-operative effort before asking the shippers and the consuming public of Canada 
to bear an increase in freight rates. 


Assuming that the question of unification is to be entirely ignored the railways have 
yet to explain why they have failed to carry out the terms of the Canadian National- 
Canadian Pacific Act of 1933. Under this legislation they were specifically ordered to 
economize by co-operative efforts. Prior to the outbreak of war the annual savings from 
co-operation were relatively small—six to seven million dollars—compared with an estimated 
saving of $30 millions per annum made before the Duff Commission. During the war, for 


obvious reasons, nothing was done to extend the scope of the economies. Since the war, 


according to the evidence of railway witnesses under cross-examination, nothing whatever 
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is being attempted in the way of expanding the work of co-operation. In short, the 


Canadian National and the Canadian Pacific are frankly not even trying to carry out a 


direct order of Parliament as contained in the Act of 1933. Until the railways prove to 


the satisfaction of the Board that they have done all they possibly can to cut costs, while 
giving complete and efficient services, until they show conclusively that they have honestly 
attempted to carry out existing legislation, they are not entitled to any increase. 


The possibilities of cutting costs by co-operative measures were brought out in a 


Brief submitted by the Saskatchewan Federated Co-operatives Limited at the Regina 
Hearings: 


| “It is the definite opinion of this organization that before railroads are granted 
| any rate increases, they should not only prove “need”, but should prove that the 
| railroad system of Canada is being operated at its most efficient level. 

“To be more specific with regard to the latter point, we are of the opinion 
that inefficiency and waste are brought about by excessive duplication of services 
and wasteful competitive tactics, and we wish to elaborate to some extent on 
these factors. 


“There are approximately forty-eight competitive points in Saskatchewan, and 
while there are Union Stations at several points, our information is that there 
are only three points where there is a complete pooling of services or joint 
agencies in respect to the business conducted. ‘There are only thirteen points 
where carload traffic is interchanged. As an illustration, let us use the small 
town of Tisdale, which is listed as a competitive point. The total volume of 
traffic handled is relatively small, but both railroads maintain full terminal facilities. 
The complete pooling of services at this point and the many hundreds of similar. 
points in Canada would mean a tremendous reduction in operating expenses, 
and thus perhaps, eliminate the need for any rate increase. A transfer at this 
| point would also mean a great service and saving to the people. For instance, 
| a _carload moving from Crooked River (on the C.N.R. East of Tisdale) to Rose 
P- Valley (on C.P.R. South of Tisdale) should be exchanged at ‘Tisdale, meaning 
| not only a saving in freight charges to the shipper or consumer, but a saving of 
| wear and tear on equipment, as such a movement now must take place either 
via Melfort or Yorkton. 


efforts toward the pooling of freight and freight express services, aS a means of 


| “We are very strongly of the opinion that the Railroads should make greater 
| lowering costs both to themselves and those who pay the freight. 


“We will quote only one more of the many hundreds of illustrations that 
| might be cited, of the excess charges paid by the people because the railroads 
do not make greater efforts to get together and give the people of Canada, 
from whom they are asking, what we consider, an unwarranted increase in freight 
rates, the most efficient and economical service. 


“On a tank car of gasoline moving from Regina to Tisdale, the distance on 
which the rate is assessed is via Lanigan and Goudie, viz. 2778 miles: at sa 
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freight rate of 47 cents per hundred pounds. ‘The shortest distance Regina to 
Tisdale is Canadian Pacific to Melfort, Canadian National to Tisdale, or a total 
distance of 214.5 miles. We see no reason whatsoever why the consumer is not 
entitled to the through rate on the combined shortest mileage, which would mean: 
a difference of approximately 6 cents per hundred pounds.” 


The Province is in no position to estimate with accuracy the extent to which econ- 
omies might be effected by the Canadian Pacific Railway through co-operation. It is 
contended most emphatically, however, that to the extent that such savings may be made 
to that extent the fiscal need of the Canadian Pacific Railway, if any, must be reduced. 
The Province will go further and express the opinion that until the Railway does put its’ 
house in order by obeying an Act of Parliament which in the past has been largely ignored, 
it should not be heard to assert that there is a fiscal need. 


Finally it should be stated that while unification is not an issue in the case presently 
before the Board it may very well be an issue in the future. The spectacle of the great 
railway systems asking for higher freight rates and at the same time engaging in wasteful 
and inefficient operations will not be lost on the people of Canada who pay the piper. 
Public utilities should not be permitted to behave in this manner and if the railways continue 
to do so the people will be likely to demand unification in a complete form. 


ee ee 
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PART IV 


EVEN IF THE CANADIAN PACIFIC SHOULD SHOW A NEED OF ADDITIONAL 
uF UNDS SUCH FUNDS ARE AVAILABLE WITHOUT RECOURSE 
TO RATE INCREASES 


It is the contention of the Province of Saskatchewan that a factual verification of 
the arguments outlined above will reveal clearly to the Board that the case put forward 
by the Canadian Pacific Railway is without merit even if it is considered on the basis of 
fiscal need alone. It is submitted that current revenues are ample and sufficient to 
guarantee the provision of efficient transportation services and a reasonable return to 
Shareholders. Even the annual report of the Company for 1946 acknowledges net earn- 
‘ings of $1.53 per share of common stock after very large and doubtful sums had been 
deducted for depreciation. ‘This represents a return of over six per cent. on the common 
stock which is an excellent return indeed when current interest rates are considered. 


In Part II of this Submission reference has been made to the dangers inherent in 
the granting of any freight rate increases. These dangers cannot be minimized and it is 
submitted that the whole case for the Canadian Pacific involves a climbing upon the 
inflationary band-wagon. Day after day throughout the hearings counsel for the Railway 
have referred to the ace that others were raising their prices so why not the railways. 


it is now submitted that there is no real merit to this application and that possible 
inflation should not furnish an excuse. It is certainly not true that the price of every 
article and every service has increased during the current period of rising prices or in 
earlier periods of high price levels. Indeed it seems to be true that in the case of most 
producers of goods and services where a large element of technological advance.is present 
the price of such goods and services is not raised but is frequently reduced even though 
wages and the general price level may be higher. It is suggested that railway transporta- 
tion is primarily an instance of this. The factual data submitted under Part III (b) above 
indicates an improved efficiency of labour through the use of improved equipment which 
should more than compensate for the higher wages paid to labour. It is further suggested 
that the railways through the intelligent use of ifaproved equipment and methods may in 
the future reduce freight rates and thus make possible a higher standard of living for the 
people of Canada. 


For the purpose of argument, however, it may be assumed that for a portion of 
the year current earnings fall short of a return deemed proper by the Board. Under such 
an assumption it is submitted that a disruptive increase should not be permitted. The 
situation may at most be only temporary and certainly many other propositions advanced 
by the Railway are extremely doubtful. No action which will tend to be disruptive of 
the economy of the nation should be taken hastily. Under such circumstances certainly no 
action should be taken if there is any reasonable alternative. It is suggested that there is 


an alternative in the use of reserves. 
| 


(a) It is not suggested that the sum of $353, 791 519 shown in the report of the 
Canadian Pacific Railway for 1946 under the head “reserves and unadjusted credits” 
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should be employed to tide the enterprise over an emergency, if one exists. This amount, 
of course, does not necessarily represent any liquid assets. It is submitted, however, that 
ample liquid assets are available to meet any temporary crisis. 


For present purposes it seems unnecessary to look further than the heading “current 
assets” appearing in the balance sheet of the Company for 1946. ‘The total under this head 
is $139,681,085 and two items therein seem to be entirely clear of any corresponding 
liability, these being Dominion of Canada securities and cash. ‘The first of these amounts 
to $31,861,000 and the second to $46,009,174, the total for the two being $77,870,174. 


This sum must have been accumulated from earnings and the justification for the 
accumulation must have been that a situation might arise calling for the use of additional 
funds during an emergency. Otherwise this accumulation must have resulted from excess 
earnings which means, in turn, that the tolls of the Company were too high. It is sub- 
mitted that if there is a need of additional funds for current operations, which the Province 
does not admit but denies, the Railway should resort to. these reserves until it can be deter- 
mined beyond doubt that the situation warrants a general increase in freight rates. 


(b) The Province will go further and contend that certain Company assets, not 
described as current, can well be described as reserves and should be liquidated before a 
general rate increase is warranted. 


It will be contended that the financial position of the Canadian Pacific Railway finds 
no parallel in the ordinary commercial company. This Company cannot be treated as an 
ordinary company which, by tradition, once the risks of taxation and the impact of general 
laws have been run, is unlimited as to the profit it can make. To begin with this Com- 
pany has received large gifts from the people of Canada. For instance, in the contract 
with the Government of Canada which appears as a schedule to Chapter 1, Statutes of 
Canada, 1881, it appears by section 9 that the Company received a subsidy of $25,000,000 
in money and 25,000,000 acres of land “for which subsidies the Canadian Pacific Railway 
shall be completed and the same shall be equipped, maintained and operated.” 


Moreover, the Railway enjoys at least a quasi-monopoly, for competitors cannot and 
could not build lines freely in competition. The Railway is in truth a public utility and its 
earnings should be restricted to a sum which will provide proper maintenance, operation 
and extension and a fair return on investment. It may be assumed that the amount of 
the capitalization was actually invested in the road but this has been by no means proven. 


In fact, the present capitalization of the Railway is only $472,256,921 when the 
preference stock of $137,256,921 is included. As against this assets of over $1,300,000,000 
are claimed in railway property alone, and very substantial non-railway assets are owned 
by the Company. It seems obvious that many of these assets were acquired quite 
unnecessarily and that they were acquired through excess earnings and from rates which 
were unnecessarily high. They actually represent a reserve and probably may be accounted 
for in part by excess depreciation charges against earnings. 


It is not for the Province to suggest in detail which of the assets of the Railway 
are in fact or by design of a non-railway character, but it is suggested that the Board 
should examine the matter with close scrutiny. Among the items that should be very 
closely examined are “Stocks and Bonds—Controlled Companies” which according to the 
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1946 Balance Sheet have a value of $70,379,542. Included in this item is found capital 
stock of the Consolidated Mining & Smelting Co. of Canada, Ltd., carried at the some- 
what modest value of $8,412,500. This stock in 1946 yielded the Railway Company an 
‘income of $7,150,625 in dividends. The other securities under this item should be 
examined as to whether their ownership is essential to the providing of proper transporta- 
tion services. So also should the securities under “Stocks and Bonds—Leased Railway 
| Companies” valued at $134,170,939 in the 1946 Balance Sheet. 


| We believe that a proper examination will reveal that vast sums have been accumu- 
lated from unnecessarily high tolls in the past and been invested in these assets. In no 
way are they essential to transportation and their retention as reserves in a period of 
temporary crisis, if such exists, is quite unjustified. 


The building up of a financial colossus of a type represented by the structure of 
the Canadian Pacific Railway is unnecessary in Canada. It is foreign to the nature of a 
public utility. It is foreign to the purpose of the Parliament of Canada which undoubtedly 
aimed at the creation of a transportation system only, to serve the people of Canada. It 
is submitted that unnecessary reserves might well be employed at this time if any doubt 
exists as to the ability of the Railway to carry on effectively. 
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PART V 


IF ADDITIONAL REVENUE MUST BE OBTAINED FROM SHIPPERS, A 
HORIZONTAL INCREASE IS NEITHER JUST NOR EQUITABLE. 


Heretofore in this Submission it has been argued that the present is a most inoppor- 
tune time for the imposition of increased freight tolls. It has been contended further that 
in fact the Canadian Pacific Railway has shown no need of increased revenues from freight 
transportation operations and that even if temporary difficulties should arise there are ample 
reserves available to meet any situation which may be reasonably envisaged without recourse 
to an increase in freight rates with the serious economic dislocation which would almost 
inevitably follow. It will now be argued that the form of relief sought by the railways is 
quite illogical and contrary to sound and established principles of rate making and that it 
would be particularly onerous and vicious in its application to Saskatchewan and to Western 
Canada generally. There are several reasons leading to this conclusion. 


(a) A blanket increase on a percentage basis would place the western producer who 
is comparatively remote from his market at a disadvantage compared to the eastern pro- 
ducer who is nearer his market. Of course, the percentage increase is the same in both 
instances but the effect of the increase is to raise the cost of hauling goods to market by 
a greater absolute amount from the more distant than from the nearer shipper. This puts 
the western or more remote supplier in a more disadvantageous position than was the case 
before the increase was applied. 


‘his may be illustrated by an example. he freight rate on livestock from Maple 
Creek, Sask., to Toronto is $1.12% a hundred pounds (Tariff: C.F.A. 116-A, C.T.C. 448) 
and from Ailsa Craig, an important cattle shipping point in Western Ontario, it is 20 cents 
(Tariff C.N.R. C.L. 30, C.T.C. 1438). Under these conditions the more distant producer 
is under a disability of 9214 cents in comparison with the nearer supplier. If a horizontal 
increase of 30 per cent. is applied, the rates become $1.46 and 26 cents and the dis- 
ability of the western producer has increased from 92% cents to $1.20 in relation to his 
competitor who is closer to the market. In short, a horizontal increase disturbs the com- 
petitive 1¢lationship between producers in different parts of the country and is inequitable 
to those who sell in distant markets in competition with suppliers close to their markets. 
What is true for livestock is, of course, true for other agricultural products on which the 
rates are increased horizontally. 


This point may be illustrated in another way. The. current price for cattle if 
Toronto is about $14.00 per hundredweight so that the net receipts of the Maple Creek 
rancher are $12.8714 and of the Ailsa Craig farmer $13.80. The freight is 8.0 per cent. 
of the gross receipts of the Saskatchewan rancher and 1.43 per cent. of the Ontario 
farmer’s gross. If a horizontal increase of 30 per cent. is applied, and if the price of cattle 
does not change, the freight rate will amount to 10.43 per cent. of the western gross and 
about 1.86 per cent. of the eastern. The proposed horizontal increase will reduce the net of 
the western supplier nearly 2% per cent. and of the eastern less than one-half of one 
per cent. 
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The inequity will become more pronounced if prices of cattle fall to'$7.00 a hundred, 
which was a good pre-1939 price. The existing freight would absorb 16.1 per cent. and 
2.9 per cent. respectively of the gross receipts of the Maple Creek and Ailsa Craig 
farmers. If a horizontal increase in rates of 30 per cent. is put into effect and if 
there is no change in the price of cattle on the Toronto market, the freight would take 
very close to 21 per cent. of the gross of the western but only 3.7 per cent. of the gross 
of the eastern supplier. In other words, the proposed horizontal increase with cattle at 
$7.00 a hundred cuts the western net by neatly 5 per cent. and the eastern net by less 
than one per cent. Obviously if one assumes that the effect of the freight rate increase 
will be to raise prices in the Toronto market, then the percentages will be altered. 
Nevertheless the essential principle will remain unchanged whether one takes current or 
‘depressed prices and whether or not an increase in Toronto prices occurs as a result of 
the boost in freight rates. However, there is an additional point in the case of the shipper 
being able to pass on the increase in freight to the consumer, for the freight rate change 
will have an inflationary effect on prices. ‘The fundamental point is that a horizontal 
increase bears more severely on shippers in more distant regions than on those who are 
closer to markets. It disturbs competitive relationships to the injury of relatively remote 
suppliers. It is neither just nor equitable to producers in different areas. 


(b) A horizontal increase applied at the same rate across Canada would place the 
western consumer, who is relatively remote from the source of supply of most of his 
goods, at a disadvantage in comparison with the eastern consumer. ‘The same percentage 
increase in freight rate when it is applied to the already high charge from, say, Toronto 
to Regina, will raise the price to the consumer in Regina by a larger amount than will the 
same percentage increase in the freight rate applied to the relatively lower charge from 
Toronto to London, Ontario. This effect is entirely aside from the question as to whether 
the influence of truck competition will permit the increase of 30 per cent. which is sought 
actually to be charged by the railways in Western Ontario whereas it will certainly be 
collected on traffic into and within Western Canada. In the case of consumers it seems 
obvious that a horizontal increase is neither just nor equitable. 


(c) A horizontal increase is not reasonable because the cost of hauling traffic long 
distances has not increased in the same proportion as in the case of short haul traffic. The 
primary contention of the railways in this application is that labour and material costs have 
gone up and hence rates must be increased, but these increased costs do not impinge with 
equal severity on long and on short haul traffic. On long haul traffic labour is used more 
effectively because of less idle time and greater productivity (more ton-miles per man-hour ) 
due to longer trains, more heavily loaded cars and higher speeds. ‘The expense for coal 
does not increase proportionately with distance because relatively less time is spent by 
locomotives in roundhouses. Stoking is mechanized and more economical. ‘There is 
much less idle train time (with consequent savings in wages) in through than in way-freight 
Services. 


Rate-making authorities have always recognized that costs and hence rates taper with 
distance. In other words though total costs and rates increase with distance, they do not 
do so in strict proportion to distance. On the Prairie standard scale the rate for 500 
miles fifth class is 83 cents. ‘he rate for 1,000 miles is not $1.66, or twice the rate for 
500 miles, but $1.31 or 79 per cent. of twice the rate for 500 miles. If as a result of 
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alleged increased costs, a horizontal increase of 30 per cent. is applied, the one rate would 
become $1.08 and the other $1.70. ‘The new rate for 1,000 miles is still 79 per cent. of 
twice the new rate for 500 miles but in fact it ought to be somewhat less than 79 per cent. 
of twice that rate. ‘To assume, as the application for a horizontal increase does, that costs 
increase on long hauls in exactly the same proportion as costs increase on short hauls is 
economically unsound and in violation of the widely acknowledged principle that rates 
should taper with distance. A horizontal increase thus ignores important elements in the 
practice of sound rate-making and is unjust to the more distant producers and consumers, 


(d) On previous occasions the Board and the railways have recognized the 
inequity of horizontal increases and decreases. During the first World War the Board did 
authorize a number of horizontal increases but these were usually modified by special scales 
applicable to certain basic commodities. Several orders of the Board illustrate this. Most 
important of all, the increases were not uniform across Canada, but in general, were higher 
in Eastern than in Western Canada. This was done with the object of equalizing, as far 
as it was then considered expedient to do so, the rate levels in the two sections of the 
country. The Board was clearly of the view that a blanket percentage increase across 
Canada was inequitable. 


Furthermore, the railways during the depression following the first Great War made 
a large number of voluntary reductions ranging from three to 60 per cent. These reduc- 
tions were not made blanket-wise but rather on the basic commodities which constituted the 
rough products of the field, the mine, the forest and the sea, such as grain, potatoes, ore, 
lumber, coal, brick, cement, plaster and fertilizer. In evidence before the Special Com- 
mittee of the House of Commons appointed to consider Railway Transportation Costs, 
1922, at page 47, Mr. Beatty, then President of the Canadian Pacific Railway, is reported 
as follows: 


“It was apparent, however, that in 1921 certain industries felt the depression much 
more severely than others, and it was the opinion of the railway executives both in 
Canada and the United States, .. . that inasmuch as the reductions were a matter 
of relief they should be first extended to those industries which most needed it.” 


In its report for the same year the Special Committee stated at page 619: 


“Basic commodities which may be afforded reductions should have the earliest 
possible consideration by the Board of Railway Commissioners.” 


The Board also had occasion to mention these factors in the same year in re 
Freight Tclls, 27 C.R.C. 153 (1922), the following appearing at page 162, 


“While the recommendation of the Committee is to be treated with respect, it is 
not binding in law upon this Board. It is arguable that in revising rates, the logical 
method to pursue is to redress antecedent necessary percentage increases by sub- 
sequent percentage decreases, thus minimizing the inequalities which the percentage 
increases had accentuated. me a matter of emergency action, however, revisions 
may be made on basic commodities in so far as is possible, consistently with se 
conditions now existing.” 


The Board clearly recognized the inequity of the horizontal increase. ‘That this viel 
is widely held is indicated by the following statement by G. Lloyd Wilson, Professor of 
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‘Transportation and Public Utilities, University of Pennsylvania, in the Railway Age, Vol. 
122, No. 20, May 17, 1947, at p. 1013, 


“Percentage rather than specific increases in freight rates are distasteful to many 
shippers and consignees for a variety of reasons. They tend to disrupt rate relations 
between industries, communities, and commodities, many of which have been care- 
fully worked out in section or commodity rate cases. They tend, particularly, to 
harm industries the freight rates of which are based upon ability to bear transporta- 
tion charges rather than upon cost of service. They have the effect of widening 
the spreads between long-haul and short-haul rates and to restrict the areas from 
which raw materials and supplies can be drawn, and to limit the markets in which 
goods can be marketed. Percentage freight rate increase also tends to impede the 
development of a large-scale interrelated economic structure in which goods which can 
be produced or manufactured under conditions of concentrated production in one area 
are distributed nationally, while other goods which can be produced most efficiently 
in several or a number of parts of the country and distributed within these areas are 
each given appropriate interrelated freight rates. 


“The evidence is that not all transportation costs, including terminal and line-haul 
factors, increase with distance or in proportion to distance. ‘Ihe revenue require- 
ments of the carriers should be equitably distributed among various types of traffic, 
according to a plan which will preserve and not disrupt reasonable rate relationships 
established by a consideration of the requirements of commodities, industries and 
markets, rather than by a percentage increase upon all or virtually all freight rates, 
disrupting these relationships.” 


| 


Now it is not suggested that the present application should be converted from one for 
a general increase into one for increases on specific commodities. What is important is 
that in the past both the railways and the Board have recognized the unfairness of hori- 
zontal increases and decreases applicable to all parts of Canada. In the present application 
it is respectfully suggested that the Board should again consider the inequity of the same 
Percentage change throughout the Dominion especially with respect to the incidence of such 
changes on producers relatively remote from their markets and on consumers comparatively 
distant from sources of supply. 


(e) By way of analogy it may be noted that in the numerous general rate cases 
before the Interstate Commerce Commission since 1920, that body has in a large number 
of instances, including a recent decision, granted increases which were not at the same 
tate all across the country but which varied with areas and commodities. 


(f) The equalization of freight levels has been for many years an avowed policy 
of the Dominion Government and of the Board. In the Western Freight Rates Case, 17 
C.R.C. 123 (1914), the history of toll making in Canada east and west of Fort William 
was reviewed, the Board finding that no reduction in tolls had heretofore been made in 
Eastern Canada as a result of charging higher tolls in Western Canada, although it was 
admitted that the tolls were higher in Western than in Eastern Canada, and that prima 
facie discrimination in such tolls existed. ‘The Railway Act does not forbid all discrim- 
inations and preferences but only unjust discrimination or undue preference. ‘The Board 
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not unjust but was justified by effective water competition and by the competition of U.S. 
railways throughout Eastern Canada. 


In re Eastern Tolls, 22 C.R.C. 4 (1916) at p. 41, the Chief Commissioner speak- 
ing for the Board is reported as follows: 


: 
found that the existing discrimination between tolls in Eastern and Western Canada ee 
| 
; 
j 


“There is no doubt but what the Act requires and the general public interest of 
the country as a whole demands, that, if practicable, eastern rates should be ad- 
vanced so that the different schedules may more nearly approach a parity [with 
western rates]. | 


“T am aware that an absolute parity is impracticable, but, as conditions become 
similar, a reasonable parity ought to be obtained.” . 


In re Increase in Passenger and Freight Tolls, 22 C.R.C. 49 (1917), at page 84 
the Board stated: | 
‘While it is true that in so far as western territory is concerned, on the great bulk | 
of traffic rates would only increase approximately 10% and eastern rates 
are, speaking generally, raised 15%., it must be borne in mind that, while the 
rates in the two different sections of the country are much nearer equality since the 
reductions worked under the Western Rates Case and the increases given under | 
the Eastern Rates Case took effect, again, speaking generally, rates in the West are 
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still higher.” 


; 


In the rate increase effective August 1, 1918, Vol. VIII, J.O.R. & R. 277, class rates} 
were increased by 25 per cent. in both Eastern and Western Canada but in the territory _ 
west of Fort William the increase already allowed was disregarded. In effect class rates. 
were increased by a greater amount in Eastern than in Western Canada thus further 
equalizing rates in the two regions. Commodity rates were increased in some instances 
according to a definite schedule but on commodities not enumerated the increases were 


higher in the east than in the west. 


In Railway Association of Canada v. Canadian Manufacturers Association, et al, 26 
C.R.C. 130 (1920), the Board granted a general increase of 40 per cent. in eastern freight. 
tolls and 35 per cent. in western freight tolls. After repeating, with approval, the Board’s 
decision, quoted above in re Eastern Tolls, the Chief Commissioner states at page 143: 
“Tam of the opinion that it is justifiable to allow a reasonably less percentage of 
increase on freight tolls west of Fort William than east thereof.” 


The Governments of Manitoba and Saskatchewan appealed the Board’s decision in 
the 1920 case to the Governor General in Council, who on October 6, 1920, referred the 
matter back to the Board with the statement (26 C.R.C. 147, at page 151) inter alia: 


‘Whether or not these reasons [for the difference in rates between Eastern and 
Western Canada] now obtain in any substantial degree is a question which requires 
minute and expert investigation such as can be best conducted by the Railway Com- 
mission itself and not by Your Excellency’s Advisers, but the Committee is strongly 
impressed with the very great desirability of bringing about with the least possible 
delay equalization of Eastern and Western rates.” 


ei) 


The Board in its judgment, 26 C.R.C. 298 (1920), reviewed its previous decision as 
directed by the Governor General in Council but refused to make any alterations in the 
increases previously allowed on the grounds that (a) the interjection of equalization into 
the rates case was purely incidental; (b) the Board would not have been justified in 
attempting to deal with so important a question at such short notice; (c) the factors 
which first led to the establishment of these differing rates, namely, water competition and 
that offered by the railway lines of the Eastern United States, had been for some years in 
an abnormal and unsettled condition and that their future influence on rates in Eastern 
Canada was an entirely unknown and unpredictable quantity. The Board, however, declared 
that it was prepared in compliance with the request of the Governor General in Council to 
take up the question of equalization at once. 


In re Freight Tolls, 27 C.R.C. 153 (1922), at page 177, the decision of the Board 
is reported as follows: 


“While as a consequence, naturally to be expected, from difference of conditions, 
many prairie rates have a spread over the eastern rates, the course of the decisions 
of the Board, including the present decision, has been to narrow this spread wher- 
ever possible.” 


Accordingly, the Board reduced rates in Western Canada to 12% per cent. and in 
Eastern Canada to 17% per cent. above the levels which prevailed prior to September 6, 
1920, when the decision in Railway Association v. Canadian Manufacturers Association 
became effective. 


Under Order in Council P.C. 886, June 5, 1925, the Board was directed to make a 
general investigation of freight rates. ‘The policy of the Government and of the Board was 
declared to be one “. . . of equalization of freight rates . . . to the fullest possible extent 
as being the only means of dealing equitably with all parts of Canada....” In its decision, 
33 C.R.C. 127 (1927), the Board dealt with numerous inconsistencies in the rate structure, 
with the rates on grain through Vancouver, the transcontinental rate scale and the moun- 
tain differential. It did not, however, deal specifically with prairie vis-a-vis eastern rates. 


Thus it can be seen that the trend of the Board’s decisions has steadily been toward 
equalizing rates in Eastern and Western Canada. This trend has been consistently sup- 
ported by the Government of Canada. It is respectfully but vigorously urged that the 
Board should continue its own work over the years. Moreover, it should carry to its 
logical corclusion the policy of the Dominion Government with respect to the very great 
desirability of bringing about equalization of eastern and western rates. Freight rates 
east and west ought to be equalized. Above all the discrepancy should not be further 
accentuated by applying a horizontal increase across Canada. 


(g) ‘The railways have sought to justify a horizontal increase by the argument 
that an emergency exists requiring immediate action. This Province denies that any element 
of urgency has been shown and certainly the prosperity of the Canadian Pacific Railway 
since the application was made is an effective answer to the blue-ruin argument of the 
railways. In any event it is not conceded for a moment that a blanket increase is a fair 
and equitable method of obtaining any increased revenue which may be needed. Whatever 
financial need exists is the result in large measure of widespread reductions in freight 
and express rates which the railways introduced during the depression so that they might 
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be better able to meet the competition of truck and water carriers. ‘This competition was 
keenest and the reductions greatest in the thickly settled portions of Ontario and Quebec. 
It is not just and proper for the railways now to ask for a general increase until they have 
completely exhausted their ability to obtain revenue by restoring rates which were cut for 
competitive reasons. It is illogical for the railways to ask for a horizontal increase applic- 
able at the same level all across Canada in order to correct losses of revenue from piece- 
meal competitive reductions which were important in only one part of Canada. If a need 
for revenue were shown to exist it would not justify such inequitable treatment. 


(h) It is not contended that it is a function of the Board to offset the geographic 
disadvantages of regions but, on the other hand, it must be emphasized that it is most 
decidedly not the duty of the Board to accentuate the transportation disability of Sask- 
atchewan by approving a percentage increase at a uniform rate across Canada. ‘This is 
not a general rate enquiry and the Province does not at this time make application for the 
equalization of rates across Canada but it does vigorously protest against a blanket increase 
uniformly applied throughout Canada. Such an increase, if granted, would exaggerate 
present inequalities and aggravate present inequities. 
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PART VI 


A RATE DIFFERENTIAL ALREADY EXISTS AS AGAINST THE WESTERN 
PROVINCES. IN THE EVENT OF ANY INCREASE IT SHOULD BE LIGHTER 
j IN THIS AREA. 


For the various reasons which have been outlined above and which will be - 
amplified in argument before the Board, the Province denies that there is any need 
of an increase in freight rates at this time, and this denial is made even if the case 
is to be considered as a financial one only. Nevertheless it is possible that on this or 
some future occasion the Board will find that the railways require additional revenue 
and that this should be obtained by increasing freight rates. In such an event it is 
submitted that the increased burden should not fall on the western area. ‘The reasons 
for this contention will be outlined below. 


| (a) An accurate comparison of freight rates in different sections of a country 
is difficult because of differences in the proportion of traffic in the higher classes and 
in the lower commodity groups, variations in the length of haul, the relative amounts 
of carload and less-than-carload traffic, and the prevalence of blanket or group rates, 
agreed charges, and overhead traffic. Nevertheless it can scarcely be denied that, 
generally speaking, rates in the west are higher than in the east. 


Carload traffic may move underStandard Mileage rates, Commodity Mileage scales, 
Special and Competitive tarifis or Agreed Charges. Standard mileage class rates 
are generally higher in the west as shown by Mr. R. A. C. Henry’s study for the 
Rowell-Sirois Commission and by the exhibits introduced by Mr. C. E. Jefferson, Mr. 
R. E. Moffat and Dr. Archibald Currie in this case. Certain classes, notably tenth, 
and certain distances, particularly the short hauls, are lower in the west but, on the 
average, the rates are @, per cent. higher. 


| Commodity mileage scales apply (in the absence of Special and Competitive 
tariffs) to livestock, cement, lumber, grain for local consumption, fertilizer, coal, hay, 
etc. They vary a good deal with the particular commodity involved and with dif- 
ferent lengths of haul but are a little higher or about the same in the west as in the 
east. In practice there are a good many departures from these scales on account of 
truck and water competition, two-line hauls (i.e. interchanges from American lines), 
agreed charges and so forth. Because of the greater prevalence of competition in the 
east than in the west, the departures from the commodity mileage scales are greater 
on balance there than in the west. In other words, the rates under which these 
commodities actually move in the east are depressed farther below the commodity 
mileage scale than is the case in Western Canada. This conclusion is borne out by 
Mr. Moffat’s study of coal where the commodity mileage scale is substantially the 
same in Eastern and Western Canada but where the revenue actually received by 
the carrier, after adjusting for the length of haul, is lower in the east than in the west. 
Reference is made generally to Exhibits 323, 323A, 324, 325 and 326 in this regard. 


Special and competitive tariffs (carloads) are very important in any East-West 
comparison because (1) they apply to a considerable volume of traffic and (2) they 
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show the influence of truck or water competition or both. Exhibits 371, 372 and*37a 
filed in the case compare competitive commodity rates with the standard mileage 
class rates which would apply in the territory concerned if no competitive or com- 
modity mileage scale existed. These Exhibits show three factors of great importance: 
(i) reductions of competitive commodity rates below the standard mileage are greater 
in the east than in the west, the percentages being roughly 35 and 25 respectively; 
(ii) competitive rates are applicable to a great many more commodities and between 
a very much larger number of points in the east than in the west; (iii) the reduc- 
tions below the standard mileage tariff or water, truck, or truck and water compelled: 
rates are considerable, being in the order of 45 to 50 per cent. The number of com- 
modities and the points of origin and destination involved under this tariff is very 
large. There is no comparable tariff at all in the west. Some truck compelled rates 
do exist but the west has nothing whatever corresponding in volume to the water, 
truck, or water and truck competitive tariff of Eastern Canada. This is an exceed- 
ingly significant point. 


The actual revenues received by the Canadian Pacific Railway for handling 
various commodities, e.g., cement, coal, coke, automobiles, livestock, ores, and petro- 
leum have been compared for Eastern and Western Canada by Mr. Moffat. His 
Exhibit (326) does not consider under what particular tariff the various commodities 
move but it does correct for length of haul. In other words, it takes the actua 
average rate and actual average length of haul for sixteen commodities in eastern 
and western territory. It then shows what the castern rate would have been if the 
goods had been hauled the same distance as they were actually hauled in the west. 
Because the actual western rate for the average haul in the west is already known, 
it is possible to compare western revenues with eastern revenues assuming that the 
traffic in the east had been hauled for the same average distances as it actually 
was hauled in the west. The exhibit shows that western average revenue per ton 
exceeds eastern average revenue per ton by 14 per cent. when all traffic is considered. 
In view of the argument frequently advanced that the west benefits unduly from exception 
ally low rates on grain, it is significant that this exhibit shows that the actual wester 
average revenue per ton of grain and grain products is $3.33 and that the easter 
average revenue per ton of grain adjusted to western average haul is $2.84. In total 
the actual western revenue was over $29 millions whereas if the western traffic ha 
been moved the same average distance but at eastern average revenues per ton, th 
total freight bill om grain and grain products would have been less than $25 millions 
The average revenue in the west is higher than the eastern average revenue (ad 
justed to correspond to the western average haul) on fruit and vegetables, cement 
anthracite and bituminous coal, coke, ores and concentrates, petroleum, dressed meats 
grain and grain products, livestock, lumber, sand and gravel and miscellaneous manu 
factures. The western level was lower on only three groups of commodities, namely 
paper products, refinery and smelter products, and woodpulp. 


Agreed Charges may apply on either carload or less-than-carload traffic 
The only evidence on Agreed Charges submitted in the case related to Petroleu 
Products (Exhibit 32) and in this case the rates on typical hauls in the west wer 
substantially higher than in the east. 
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Some less-tnan-carload traffic moves under standard mileage scales or under 
distributing or “‘town’’ tariffs which are roughly 15 per cent. below the standard 
mileage class rate. The classification is, of course, the same in both areas and, in 
general, L.C.L. traffic moves at higher rates. A good deal of the L.C.1. business 
moves out of distributing centres to consuming points and, roughly speaking, the 
length of haul is longer in the west than in the east. ‘he exhibits filed by Mr. 
Moffat which, in effect, present in graphical form exhibits already filed by the rail- 
ways, show that particularly for Classes I and II and to a lesser extent for Classes 
III and V prairie standard rates are higher than central standard rates, Class IV being 
roughly the same. It is important to note also that this differential increases with the 
length of haul. In the main, Prairie L.C.L. traffic moving for short distances pays 
about the same as eastern traffic with the same length of haul. But most western 
L.C.L. traffic moves for distances of from 100 to 400 miles where the western rates 
are considerably higher than the rates for the corresponding distances in the east. 
It is clear, therefore, that L.C.L. traffic moving under standard mileage scales pays 
higher charges in the west than in the east. Incidentally, western distributors are 
less able than their eastern counterparts to ship L.C.L. lots by truck at rates which 
are typically lower than the charges by rail. It may be noted too that the eastern 
distributing or ‘“‘town’’ tariff applies between all points in the territory covered by 
the “town’’ tariff whereas the corresponding western distributing tariff applies only from 


the distributing centre to the consuming centre and not in the reverse direction. To 
the extent, therefore, that L.C.L. lots move from small communities into distributing 
centres they must pay at the standard ae scale which is typically 15 per cent. 


higher than the distributing scale. 


Some L.C.L. traffic does not move under standard mileage scales but under special 
L.C.L. competitive tariffs. Comparison here is difficult because different commodities 


are included in the special L.C.L. tariffs applicable to the two regions. Moreover in 


both areas there are some Quantity rates i.e., rates in the special and competitive 
tariffs (carloads) referred to above which are, in general, intermediate between the 
ordinary L.C.L. rate, and the minimum C.L. weight and C.L. rates. However, a 
comparison of the L..C.I.. competitive tariffs shows (a) the rates per mile are some- . 
what lower in the east because (1) some of them are tied to distributing class rates 
which are lower in the east than in the west especially for the distances from 100 to 
850 miles which distances include a relatively larger amount of L.C.L. traffic in the 


west than in the east (2) in Saskatchewan and Manitoba rates by truck are, by 
administrative order, held close to the corresponding rail rates whereas in Ontario 
-and Quebec there is no such control. In the east rates by rail on L.C.L. traffic are 
either forced down or shippers are able to take advantage of low rates by trucks 
(b) on the prairies free pick up and delivery service is given at substantially fewer 
points than in the east. 


In November, 1944, Mr. A. R. Treloar, Assistant Manager, Transportation 


Department, Canadian Manufacturers Association, discussed the relative levels in 
Eastern and Western -Canada in a course organized by the Department of Extension 
of The University of Toronto for the Canadian Industrial Traffic League. After deal- 
ing with the general rate cases in detail Mr. Treloar concluded by saying (at pp. 63-4 
of a Verbatim Report of the Lectures): 
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“As between Eastern territory and territory west of the Great Lakes, it 
would appear from the best estimates available that a difference in rate level 


still maintains of something in the neighborhood of 15 % but this re- 7 


view of the various rate adjustments directed by the Board over a course of a 
number of years clearly reveals a continuous tendency to narrow the spread 
between the general levels obtaining in these two territories as conditions develop 
to make this practicable and feasible.’’ 


Mr. Treloar was, of course, speaking before the present case was instigated. 


To sum up, there seems to be no question whatever that, despite numerous 
exceptions, freight rates are higher in Western than in Eastern Canada. The exhibits 
filed in this case prove this. The Assistant Transportation Manager of the Canadian 


Manufacturers Association has stated this. The Board in previous cases has recognized — 


this. 
In re Western Tolls, 17 C.R.C. 123 (1914) the burden of the Board’s decision 


was that it was admitted that tolls were higher in Western than in Eastern Canada. 
The Railway Act, however, does not forbid all discrimination and preferences, but only — 


those which are unjust and undue. The existing discrimination between tolls in the 
two areas was found not to be legally unjust but was justified by effective water 
competition of United States railways in Eastern Canada. The same sentiments were 
reiterated in 1916 in the Eastern Rates Case. 


The quotations appearing in Part V of this Submission and the decisions there 
referred to show that the Board and the Dominion Government have recognized that 
freight rates are generally higher in the west than in the east. In 1920 the Chief 
Commissioner stated that the difference amounted to between 15 and 18 per cent. 
Since that date the decisions in the Crow’s Nest Pass rates relating to grain west- 
bound for export, 29 C.R.C. 238 (1924) along with the statutory provision regarding 
the application of Crow’s Nest Pass Agreement rates on grain and flour eastbound 
(Statutes of Canada, 1923, chap. 52) tended to lower western rates relative to those 
in the east. On the other hand, the very numerous and considerable reductions in 
individual items which the railways made to meet truck and water competition were 
much more important in the east than in the west. As a result of the Board’s deci- 
sions and the Crow’s Nest Pass Amendment western rates came down but due to 
piece-meal reductions for competitive reasons, eastern rates came down as much, if not 
more. In consequence the discrepancy between eastern and western rates must be 
nearly as large as in’ 1920. This general conclusion is borne out by the particular 
studies submitted in evidence in this case. To sum up it is undeniable that (a) a dif- 
ference of about 15 per cent. still exists between eastern and western rates (b) the 
Board since its establishment had consistently followed a policy of equalizing the rates 
between Eastern and Western Canada (c) this policy of equalization has been con- 
firmed by the Government. 


In previous cases the Board has refused to equalize completely the discrepancy 
between eastern and western rates because, it said, there were two elements—cost 
and competition, accounting for the difference. Cost comparisons are not easy to 
express in statistical terms partly because it is impossible to deal with all the factors 
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exhaustively and partly because railway accounts are not set up to reveal the data 
to anyone who has not access to the special studies made by them for the purpose of 
guiding their operating practices. This much can be said, however, that since 1920, 
the date of the last thorough investigation of relative rate levels east and west, the 
conditions under which traffic is handled have so changed that many cost disabilities 
which formerly may have existed against the west have either ceased to exist or are 
of so minor a character that they cannot be used to justify the existing, and certainly 
not the growing, discrepancy in rate levels between the two regions. It must be em- 
phasized that no attempt will be made at this time to explain cost of operation in 
terms of revenue, ton-miles, locomotive-miles or any similar basis. All the immediate 
presentation seeks to establish is that the conditions of cost which in 1920 may have 
justified higher rates in Western Canada than in Eastern Canada have now ceased to 
exist and therefore the: Board should continue its historic policy, sanctioned by the 
Cabinet, of equalizing rates between the two regions. 


(b) Attention should be drawn to a second significant factor. The cost of con- 
struction of lines in the prairies has always been lower than elsewhere because of re- 
latively level terrain, free land for right of way and stations, governnient subsidies, 
etc. In Central Canada land was expensive to purchase initially and additional land needed 
for terminal facilities, access to new industries, larger or better located station sites, 
etc., has been costly to acquire. Equally important is the fact that in an effort to 
meet the competition of motor trucks, buses and private automobiles, trains operate at 
much higher average speeds than in Western Canada. ‘This involves heavier rails, 
ties and track fastenings, deeper ballast, closer spacing of ties, better drainage, the 
elimination of sharp curves and steep gradients, the replacement of bridges, the installa- 
tion of automatic block signals, etc. Furthermore, the trains themselves are more expensive 
because of the higher cost of high speed locomotives. In short, capital costs are higher 
in Eastern than in Western Canada, and this difference is steadily widening. 


In addition fast trains whether passenger or freight are more expensive to oper- 
ate than the slower passenger train and long ‘drags’ typical of the west. Rolling 
stock and track must, at great expense, be maintained at a higher standard of per- 
fection than where trains move more slowly because minor defects have disastrous 
results with fast trains. Slower trains must be side-tracked to allow fast freight and 
passenger trains to pass. If the slow train does not clear the main track in time the 
fast one is delayed, schedules are disrupted, connections broken and the travelling 
public disgruntled. This is particularly true because fast trains of necessity operate 
on a tight schedule and time lost through lack of clear track or a slight failure of 
equipment can rarely be made up. 


Alternatively, slow trains must be put in sidings in ample time to clear the 
main line. The “Limited” can highball through but labour costs on the slow train 
accumulate while the crew sits waiting on the passing track for the crack train. These 
conditions do not apply to the west where train speeds are typically slow and the 
number of high-speed, high-cost trains is small. 


Railway operating men generally recognize that the bottleneck in operation 
lies in the terminals. The cost of line haul has been pared down and movement be- 
tween terminals made expeditious but terminal operation is still difficult and terminal 
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costs intractable. This terminal problem has grown up chiefly in the last twenty-five 
years and is much more acute in Ontario and Quebec than in the west. To begin 
with, the terminals are closer together than in the west. They are sometimes cramped 
for space. A large number of carloads and L.C.1,. lots must be sorted out for numer- 
ous destinations. Although there are undoubtedly definite lines of traffic flow, these 
are not nearly as pronounced as in the west. For example, a huge volume of grain 
can be sent through modern terminals near Winnipeg without any great difficulty 
and forwarded to substantially one destination, the Head of the Lakes, for rapid un- 
loading. In the east an equal volume of freight would move through several ter- 
minals, each one of which would be more difficult and expensive to operate because 
of the larger volume of traffic handled relative to the cramped facilities and because 
of the need for breaking down the freight trains and reassembling the cars for a great 
many scattered towns. Moreover, when the freight train arrives at the ultimate 
destination, there will probably be very expensive intra-terminal movements to team 
tracks and industrial sidings distributed widely throughout the whole metropolitan 
area. This terminal problem—to reiterate one of the most expensive aspects of rail- 
way operation—has always been a much less costly matter in Western than in Eastern 
Canada and in the last 25 years the differences have become accentuated. 


In short the costs of railway construction and operation are higher in Central 
than in Western Canada and the freight rate structure should reflect this condition. 
It must not be forgotten either that the value of high speed service is considerably 
greater than the value of slow transportation. It is a widely accepted principle in 
public utility economics that value of service to the user is an important factor to be 
considered in determining rates. 


Operating costs in the west are relatively lower than in 1920 for another reason. 
The bane of railway operation in the west has always been the high seasonality of 
business. Grain had to be rushed to the Head of the Lakes for shipment before the 
close of navigation. There had to be a quick turn-around, enormous back haul of 
empties and idle or partially used cars and locomotives during the months of the year 
when little grain moved. Moreover, the railways could not forecast the size of the 
crop accurately, or tell much in advance of the grain moving season in what particular — 
areas crops would be heavy and the need for equipment great. They could not af- 
ford to take a chance on a poor crop by getting only a small part of their rolling 
stock in first class condition, nor could they leave one district without an ample supply — 
of cars in the expectation that its crop might be a small one. They were compelled, — 
at considerable expense, to prepare for a large crop every single year, knowing that in 
many years there would not be a bumper yield and that some of the equipment would 
be under-employed. 


These conditions, so the railways alleged, accounted for the high cost of moving : 
grain. Now the rates on grain are not at issue in this case, and whether this traffic 
does or does not bear its proper share of the costs is not in issue. It is significant, | 
however, that prior to 1929 those years in which the volume of grain handled was 
higher than average tended to coincide with the years of high railway earnings. Be — 
that as it may, the grain business can be handled more economically than formerly. 
Crop forecasting has enormously improved and the carriers are better able to keep 
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their supply of equipment in line with traffic requirements. Freight trains, though in 
most cases still slow according to Central Canadian standards are faster than in 1920, 
and more serviceability can be got out of the equipment in a given year. Terminal 
and country elevator design has improved and a quicker turn-around is possible. 
Locomotives are more powerful, cars are larger, and therefore the cost per ton-mile 
has been reduced. Saskatchewan does not admit that the low statutory rates for 
hauling grain throw any financial burden on the railroads, but even if the carriers 
are prepared to argue that the Crow’s Nest Pass rates do handicap them, the Province 
will contend that the burden, if any, is lower than in 1925 and that non-statutory 
rates, that is, the rates on other types of traffic, should reflect this condition. Further- 
more, the outlet for grain through Pacific ports has grown up almost entirely since 
1920, and this tends to be more of a year round movement than the traffic to the 
Head of the Lakes. There is not the same rush to get cars back to the west for im- 


mediate refilling with grain and some cars at least can be held in Vancouver to be 
loaded for back haul. 


Allied with this has been a shift in the volume and character of incoming freight 
to the west. Unfortunately Canadian Railway statistics do not’ show ton-miles by 
commodities or by regions, nor the volume of freight moved between regions, con- 
sequently it is difficult to demonstrate the situation numerically, but it is an incon- 
trovertible fact that twenty years ago horses were used almost universally. Today, 
as will be shown in Part VII below agriculture is highly mechanized and as tractors, 
motor trucks, combine-harvesters and other large scale machinery become available 
it will be used even more extensively. Horses used locally-grown feed whereas trac- 
tors, motor trucks and self-propelled combines consume gas or diesel fuel from distant 
points. The railways have gained from the shift in agricultural methods. 


In the course of the last few years production of livestock, dairy products, 
eggs, poultry, honey, etc., has expanded greatly in the west. “All these goods, unlike 
grain, are carried at non-statutory rates. If the railways argue—and again the Province 
would not admit the point—that the grain traffic carried at Crow’s Nest Pass Agree- 
ment rates is not profitable, they must admit that livestock and its products carried 
at non-statutory rates are presumably a more profitable business for them to handle 


and that consequently the western mileage is cheaper to operate than it was twenty 
years ago. 


Furthermore, when farm incomes are high enough prairie farmers buy large 
quantities of fresh fruit, radios, household furnishings, automobiles and other durable 
consumers goods. The railways have profited as a result of farm purchases of articles 
previously produced on farms for home consumption, and of articles not heretofore 
in general use. The purchase of all these articles is either in anticipation of seeding 
or harvesting crops, or contingent on the farmers’ net income, which, of course, can 
not be estimated until the harvest is complete. The purchases of all the articles 
enumerated above do not coincide with the crop movement or at any rate the bulk of 
the purchases do not do so. These articles are either shipped more or less regularly 
throughout the year or their peaks do not coincide with the peak of the grain move- 
ment. The new business has largely developed since 1920 and fills up the valleys of 
railway traffic in the west and improves the cost picture. The significant thing is 
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that railway operation in the west is not concentrated in a single peak to anything 
like the extent it was in 1920. As a result the cost of operation in the west is lower, 
relative to Central Canada, than was the case at that time. The cost conditions which 
in 1920, so it was alleged, justified higher rates in the west have ceased to exist and 
therefore the Board should carry to its logical conclusion its policy of complete equali- 
zation of rate levels. 


Now it is open to the Railways to contend, first, that some costs are still higher 
in the west and secondly, that costs per ton-mile are lower in the east due to greater 
density of traffic. On the first of these points there are many factors besides high 
speed trains, and terminal expenses which enter into railway costs. Ties may be 
slightly more expensive in the west than in Ontario because of the cost of hauling 
them to the place of use, but the higher proportion of untreated ties in the west 
may offset this factor. Ties last longer because trains move at slower speeds, and 
do not rot as quickly on account of the dry climate. Lower rainfall accounts for less 
work in trimming up the ballast and realigning track. Coal may be more expensive, 
though the railway accounts do not show cost of raw materials by regions. In any 
event, the marked economies in the use of coal per locomotive-mile or ton-mile dur- 
ing the last twenty-five years has reduced whatever difference may have existed in 
1920. Moreover, mechanical stokers and fire-boxes of improved design permit the 
use of lower grade fuel, that is, of the type of fuel which is the typical product of 
Alberta and British Columbia, not of Pennsylvania and Virginia fields. Wages per 
hour are identical but wages per ton-mile are probably lower due to higher tonnage 
per train on account of heavier loading per car, and the large number of cars in a 
train. Cost of maintenance of way per mile-of-line is lower than in the east because 
the track is not maintained at as high a standard. 


Quantitive measurements of the differences in these costs between Central 
and Western Canada are not available due, as already indicated, to the set-up of 
railway accounts. But it is asserted vigorously that these differences have been re- 
duced since 1920. Whatever they may have been then, they are less today. What- 
ever they may be today, they are not great enough to account for the large and grow- 
ing discrepancy in freight rates east and west or for a reversal of the Board’s policies 
of equalizing rates between the two regions. 


The Railways may argue that although costs in the east per mile of track or 
per train-mile are higher than in the west the costs per ton-mile—the important 
thing in rate making—are lower on account of the greater density of traffic. Again 
the Province is handicapped by a lack of data but the Report of the Duff Commission 
shows that for the year 1931 the proportion of low traffic lines was very much lower 
in Western than in Eastern Canada. While situations may occur from time to time 
which may temporarily change the relationships, fundamentally it is still true that 
traffic density is relatively better west of the Great Lakes than it is east. Further 
evidence of this fact lies in the numerous applications for line abandonment in Eastern 
Canada, relative to the number in Saskatchewan. In short, the movement of ton- 
miles per-mile-of-line is not an adequate reason for keeping rates in oie Canada 
generally lower than they are in the west. 
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(c) The facts and the argument used in this Part have dealt largely with a 
comparison of rates and costs in the west and in the central part of Canada. In the 
matter of costs the statements might have been more Sweeping and it might have been 
contended that in no part of Canada, east or west, are the freight rates so high in 
relation to costs, both capital and operating, as in the prairie region. 


This Province does not request a specific reduction of rates at the present time 
but the contention is definitely put forward that due to favourable terrain, low cost 
of construction, less congested terminals and relatively slower but more heavily loaded 
trains, the cost of operation on the Prairies is lower than in Central Canada. Con- 
sequently, if regional costs of operation is to be the criterion of reasonableness of rate 
levels, Saskatchewan ought to have lower rates than Ontario and Quebec. We can 
see no justification whatever, now that the competition of American railway lines and 
water carriers is ceasing to depress Eastern Canadian rates and much of the rail-truck 
competition is uneconomic, why we should be asked to pay rates higher than those in 
the east. Above all, we are convinced that the discrepancy between the two regions 
should not be widened by a horizontal increase applied at the same rate all across 
Canada. 


The matter of truck and water competition as an explanation of rate differen- 
tials will be dealt with at some length in Part VIII and in other portions of this Sub- 
mission. The Province certainly does not ask for railway freight rates which will 
offset its geographic disabilities but it does expect that the Board will see to it that 
the penalty of a discriminatory rate structure is not imposed on top of its geographic 
disabilities. And it does not recognize the equity of the railways being permitted to 
carry freight below remunerative levels in order to meet truck competition with the 
result that other railway freight rates are uneconomically high. 


To sum up, there has always existed some difference in rates between Western 
and Central Canada. The Board has consistently tried to eliminate these differences 
but felt that it could not do so because of differences in cost and competitive condi- 
tions. Since 1920 the circumstances relating to the cost of handling traffic and to the 
types of goods moved have reduced if not completely eliminated whatever cost dif- 
ferential may at one time have existed. For various reasons water competition is no 
longer a sound reason for lower rates in Eastern Canada. ‘Truck competition is more 
potent in one area than in another and the policy of the railways during the last 
fifteen or twenty years has been to cut their rate to meet the price of truckers. This 
has resulted in an uneconomic rate structure and inexcusable waste of resources. 
The rate cutting has exaggerated the lack of equalization between Eastern and Western 
Canada, and the proposed increase, if granted, will further accentuate it because it 
will be indelibly painted on the west but whitewashed on the east. 
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PART VII 


HIGHER FREIGHT RATES WILL BE PARTICULARLY ONEROUS ON 
SASKATCHEWAN 


Evidence presented to the Board at hearings at Ottawa and more particularly at 
regional hearings throughout Canada has emphasized the tremendous influence exerted 
on the Canadian economy by the freight rate structure. There is probably no other 
form of charge for service which directly or indirectly affects each individual citizen 
more than rates charged for the transportation of goods by rail. For the Province 
of Saskatchewan, depending almost entirely on rail transportation for the export. 
of primary products and for the importation of vast quantities of producer and con-_ 
sumer goods, the impact of freight rates is already heavy and any increase in those 
rates, expecially if the horizontal principle should be accepted by the Board, would 
impose an additional and particularly unfair burden on a regional economy already 
strained in the interest of national policy. 


The railways in the presentation of their evidence have consistently argued 
that the present case is purely a financial one, the sole issue being the revenue needs 
of the railways. Saskatchewan submits that such a narrow interpretation is completely 
untenable. If the estimates of increased revenues to be derived from the granting of 
the Railway Association’s application are to be realized it is axiomatic that these 
additional revenues must be provided by the users of freight services. Yet it is the sta- 
tutory obligation of the Board to set “just and reasonable” rates. Rates must be 
fair to those who are called upon to pay for railway services. ‘This principle, it is 
submitted, involves careful consideration of the effects on both Dominion and regional 
economies of any increase in rates. It is suggested, therefore, that the following dis- 
cussion of the economic development of the Province of Saskatchewan and the relation 
of transportation problems thereto is completely relevant to the issues before the Board 
in the present case. 


Railwavs, Settlement and Agricultural Development 


The geographical disadvantages of the Province of Saskatchewan, arising from 
its mid-continental position, are obvious and admitted. The Rockies and the Selkirks, 
with all the difficulties they offer to transportation, separate us from the Pacific Coast. 
A thousand miles of wilderness, yielding relatively little in the way of revenue freight, 
separates us from the industrial areas of Ontario and Quebec. A further non-produc- 
tive stretch of territory separates us from the ports of the Maritime Provinces. 


Nature denied Saskatchewan any effective alternatives to rail transportation 
for the movement of freight. There is a complete lack of water routes, whereas in 
Eastern Canada natural waterways, supplemented by canals constructed at great 
expense to the nation as a whole, provide producers and consumers with alternative 
forms of transportation which in turn have exerted tremendous competitive pressure 
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on rail rates in that part of Canada. In addition the natural resources of the province 
have set limits to population density, and, consequently, to the building of hard-sur- 
faced highways. Weather conditions algae a large part of the year prevent highway 
transportation on anything but a minor scale. Thus the movement of goods by motor 
carrier is restricted and the bulk of all traffic must move by rail at rates virtually 
unaffected by truck competition. 


On the other hand, Saskatchewan offers many geographical advantages to 
railway construction and maintenance, the benefits of which, it is submitted, are 
not reflected in the freight rates which its people are called upon to pay. Railway 
construction costs were low due to the nature of the terrain, gradients are easy, cur- 
vature is slight, there is a minimum of cuts and fills of an expensive kind, and there 
are no serious terminal problems. Maintenance costs likewise are reduced to a mini- 
mum. There are no parts of the right of way where the danger of rock slides re- 
quires constant patrolling and rock scaling or regular snow removal. The dry climate 
ensures the maximum useful life of ties and wooden structures. It may be fairly 
stated that Saskatchewan probably offers greater encouragement to cheap and econo- 
mical railroading than any region in Canada. 


As a matter of national policy the Government of Canada determined that a 
transcontinental railway should be built wholly within Canadian territory rather than 
follow the more obvious route which would have necessitated a portion of the line 
passing through the United States. This was done at very considerable cost not only 
in construction around the rocky north shore of Lake Superior but in operation since. 
This portion of the route involves sharp curves, constant patrolling, periodical scaling 
to avoid rock falls, and above all produces little revenue traffic. It merely supplies 
a traffic ‘bridge’ between Eastern and Western Canada. 


The national policy of an all-Canadian railway lent support to a “National 
Policy” of trade and tariffs which could visualize an industrial Hastern Canada, linked 
to the west by rail, supplying the demands for producer and consumer goods which 
would develop with the opening of the prairies to agricultural settlement. This desire 
to promote an east-west flow of trade again revealed itself in 1897 when lower rates 
were agreed upon by the C.P.R. and the Government under the terms of the Crow’s 
Nest Pass Agreement for the movement of grain and certain grain products from the 
prairies to the east for export and for the westward movement of a wide range of 
consumer and producer goods. 


While natural features of soil, topography, and climate determine the produc- 
tive capabilities of Saskatchewan, its settlement was undertaken and its development 
-has been largely circumscribed in the interests of national policy. Saskatchewan, as 
a province, came into being in 1905 in the era of active settlement promoted by the 
Dominion Government. The rapidity of population growth in the years immediately 
preceding and for some time after the granting of provincial status, the subse- 
quent reverses, and rural-urban shifts of population are shown in Table I. 
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TABLE I 


Population of Saskatchewan and Distribution Between Urban 
and Rural, 1901 to 1946 


Year Total Rural Urban Rural Urban 
(per cent) (per cent) 
1 ECO) 08 ha a area ec a 91,279 77,013 14,266 84.37 15863 
TOO GIS oh e re cece 257,763 209,301 48,462 81.20 18.80 
US ee eee ions 492,432 361,037 L515 395 USA 26.68 
UCOTT G84 a ia he oe a An MU 647,835 471,538 176,297 TPAD 272 
ISP Maat soeteis Ramee Si, byte rhyme Le) DIS,OOZ 218,958 FW AG 28.90 
192 Gt ree tee ae 820,738 578,206 242,532 70.45 29.55 
AOS Dae dan: 5 nom bee Aer aan 921,785 630,880 290,905 68.44 SHU Xe: 
OSGi ace centre. Stk 931,547 651,274 280,273 69.91 30.09 
MASE) cee mene oss eas 895,992 600,846 295,146 67.06 32.94 
NOAG ore ar ec 832,688 515,928 316,760 61.96 38.04 


*—Preliminary. 
Source: Census Reports of the Dominion Bureau of Statistics. 


Agricultural settlement in Saskatchewan was made possible by the construction 
of transcontinental railways and branch lines. At the beginning of the century the 
Canadian Pacific Railway main line (completed in 1885) traversed the southern por- 
tion of the prairie area but, with the exception of short extensions of lines from Mani- 
toba serving a limited area in eastern Saskatchewan, branch lines were confined to 
one running from Regina through Saskatoon to Prince Albert and another from Moose 
Jaw through Estevan and thence through American territory to St. Paul. Prior to 
1900 agricultural settlement made relatively little progress but after 1900 railway 
construction encouraged expansion and in turn was stimulated by the rapid influx 
of population. Prairie conditions facilitated rapid and relatively inexpensive railway 
construction and mileage increased greatly in the first decade of the century. 
Settlement tended to anticipate the laying of steel in the semi-arid plains area but 
branch lines were extended into that area between 1911 and 1916. Following the 
interruption caused by the first World War construction was resumed and the present 
network of railways serving, and being supported by, Saskatchewan agriculture was 
practically complete by 1930. 


It may be well to note here that despite this rapid extension of rail services 
overbuilding has not been a marked characteristic of railway expansion in the Prairie 
Provinces, for, as Dr. Mackintosh observes after reviewing the difficulties which over- 
whelmed the Grand Trunk, the Grand Trunk Pacific and the Canadian Northern and 
forced the Dominion to take them over, ‘‘it is only fair to say that the disaster resulted 
from over-construction not in the Prairie sections but in Northern Ontario and Quebec 
and in British Columbia.’’! 


1W. A. Mackintosh, Economic Problems of the Prairie Provinces, (Toronto, 1935), p. 35. 
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The close inter-relationship existing between railways and settlement in a pioneer 
country has been emphasized by other economists in reviewing Dominion land policies 
in Canada. Large grants of public lands were made by the Government of Canada 
to the C.P.R. and Dr. Carrothers has pointed out that ‘‘the Canadian Pacific Rail- 
way....became directly interested in the colonization of the prairies for two reasons, 
first, for the disposal of its land, second, to provide traffic for its lines’ * while Pro- 
fessor Morton, the historian, was led to observe that grants of public lands ‘‘made the 
Canadian Pacific, next to the Government, the most potent immigration agency in 
the country.” 3 


Before considering the results of this rapid expansion in a new country Table 
If is useful in tracing the agricultural growth of the province. 


TABLE II. 


Number and Area of Farms and Acreage under Field Crops in 
Saskatchewan, 1901 to 1946. 


*_Preliminary. 


Average Average Area 

Area of Occupied Improved Under 

No. of Occupied Area per Area Area per Field 

Year Farms Farms Farm Improved Farm Crops 

No. ° Acres Acres Acres Acres Acres 
POORER 13,445 3,833,434 285, 1 1,122,602 Bono 655,537 
190622. 55,971 3,271,436 
HON hase O35 ,013 28,099,207 PS ey Lost, 907 125.0 9,136,868 
LOLGe 104,006 36,800,698 Yokes ao) 19,632,206 188.8 13,9755382 
UE pal ay ke 119,451 44,022,907 368.5 25,037,401 209.6 17,822,481 
2G aos 117,781 45,945,410 S9On! 27,714,490 2390 19,558,964 
LOS Wee 136,472 55,673,460 407.9 33,548,988 245 .8 22,126,329 
19363 142,391 56,903,639 399’ .6 33,631,608 23002 21,967,164 
1941 138,713 59,960,927 432.3 39,071,020 256.9 19,735,296 
19467%.02 125,650 99393974 472.7 35,596,046 PR 66) 22,349,278 


SOURCE: Census Reports of the Dominion Bureau of Statistics. 


With the establishment of more than 100,000 new farms in the first two decades 
of the present century, involving an additional farm area of upwards of 40 million 
acres, an increase in the improved acreage of about 24 million and an increase in the 
area under crop from slightly over half a million acres to almost 18 million acres, it 


2W. A. Carrothers, History of Immigration Policy and Company Colonization, Part II, 
Chapter 11 (from proofs kindly lent by the Macmillan Company of Canada.) 


3A. 8. Morton, History of Prairie Settlement and “Dominion Lands’ Policy, (Toronto, 
1938), p. 65. 
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is scarcely surprising that mistakes in land utilization occurred. Weaknesses in the 
agricultural economy have been revealed in recurring periods of drought and depression 
and over the past fifteen years in particular the emphasis has shifted from problems 
of expansion to problems of conservation. 


The great natural advantages of the Province of Saskatchewan in the production 
of high quality wheat in volume have dictated and will continue to dictate a wheat 
economy and nothing in the foreseeable future seems likely to change this in any 
significant degree. The dominant position of cereal production—and particularly of 
wheat— in the economy of Saskatchewan must be conceded but it should not obscure 
the fact that other agricultural products are produced in quantity, the bulk of which 
must find a market outside the boundaries of the province. 


As the greatest producer of foodstuffs for export in the Dominion, Saskat- 
chewan is almost entirely dependent on outside markets for the sale of its products. 
Consequently rail transportation costs, as high or higher than elsewhere in the Dom- 
inion, constitute the most important fixed charge for service that the economy of the 
province is called upon to bear. 


TABLE III. 


Population of the Prairie Provinces, 1936 and 1946 


Increase 
or 
1936 1946* Decline 
Manitoba sect ean nema 711,216 726,923 +15)707 
MASkAtCHe WA thet eo eee 931,547 832,688 — 98,859 
Alpertase ee... Wehr ee cs ieee Set Ls La 2, 1o2 803,330 +30,548 
PravHegerovinices. 9. Geis). ree 2,415,545 2,362,941 — 52,604 


*—Preliminary. 


Source: Census Reports of the Dominion Bureau of Statistics. 


On the other hand, Saskatchewan is, (except for Prince Edward Island) the least 
industrialized of all the provinces and therefore is forced to depend on outside sources 
for vast quantities of producer and consumer goods, again necessitating long and ex- 
pensive rail hauls. Although the population of the province declined by nearly 100,000 
between 1936 and 1946 it remains the fourth largest province and an important market 
for the manufactured goods of Eastern Canada. The prairie—and particularly the 
Saskatchewan—market is vital to the development and stability of eastern manufac- 
turing centres. The absolute decline in Saskatchewan’s population shown in Table 
III, exceeding the increases in the other Prairie Provinces by some 52,000 over the 
past decade holds serious implications for Eastern Canada and any factor which will 
tend further to weaken the relative economic position of the Saskatchewan producer 
and consumer will inevitably be reflected in further population losses. 
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The Mechanization of Prairie Agriculture 


Machinery has played an important part in the efforts of prairie farmers to 
increase efficiency and reduce costs of production. The trend to mechanization is 
illustrated in Table IV. The horse and horse-drawn implements have, in large measure, 
given place to the tractor, the motor truck, the harvester-combine and large-scale 
farm machinery. The importation of this equipment, together with a large tonnage of 
repair parts, from Eastern Canada and the United States, has in itself furnished an 
increasing volume of traffic for the railways. The mechanization of prairie agricul- 
ture has also involved a spectacular increase in the consumption of petroleum products 
of all kinds, and the crude oil for processing together with a large volume of the refined 
products required for the operation of mechanized equipment move by rail. ‘Thus, 
any increase in freight rates would bring an immediate and sharp increase in the 
farmers’ cost of production both in respect of the laid-down cost of farm equipment 
and ‘in the cost of operating it. 


TABLE IV. 


Number of Tractors, Motor Trucks, Combines and Gasoline En- 
gines on Farms, Saskatchewan and Prairie Provinces, 1921 to 1944. 


LRACTORS MOTOR TRUCKS COMBINES GAS ENGINES 
Saskat- Prairie Saskat- Prairie Saskat- Prairie Saskat-  Praine 
chewan Provinces chewan Provinces chewan Provinces chewan Provinces 
ODT 19,243 38,485 
WOW ae 26,674 SOS 6 Aor 5,640 
OS ieee 43,308 81,659 10,938 DAC Sta 6,019 8,897 38,549 83,044 
LOS oe 42,050 81,657 10,338 21293 6,420 9,827 39,194 SOnlow 
OA oe. 54,129 112,624 DL BSS 43,363 11,202 18,081 33,882 80,745 
1944.1... 61,164 142,833 26,623 54,718 23,939 44,289 44,126 103,915 


Sources: Census Reports of the Dominion Bureau of Statistics and (for 1944 only) 
H. L. Patterson, The Farm Machinery Outlook in the Prairie Provinces 
(Ottawa, Dominion Department of Agriculture, 1945). 


Following the period of rapid mechanization from 1921 to 1931 an actual decline 
in the number of both tractors and trucks in use on farms in this province took place 
during the years of drought and depression. In Saskatchewan, as in the other Prairie 
Provinces, some of the backlog thus created was made up prior to the census of 1941, 
but wartime limitations on the use of steel and other materials in the production of 
farm equipment checked the trend of mechanization, prevented normal replacements, 
and created a further backlog. 


That the increases recorded in the number of tractors, motor trucks, combines 
and other farm machinery between 1936 and 1944 (census statistics for 1946 are not 
yet available) were insufficient to meet the needs of prairie farmers is clearly shown 
by estimates of requirements made by the Economics Division of the Dominion Depart- 
ment of Agriculture (Table V). 
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TABLE V. 


Estimated Numbers of Tractors, Motor Trucks and Combines 
Wanted, Prairie Provinces, 1945-1949 and Later. 


Tractors Manitoba Saskatchewan Alberta 
MIO SIRE MS 1 Rhos eae usta: Mats teachin eee 8,595 25,472 12,070 
POZO NS Wan Hs alee Ie ih 0 8) ta 2280 9,054 13,920 
MT OES og Eee CONOR Ee ds ak, es aS 1,496 6,343 75265 
POA Sig, SHR Te Mia, MPN dN 2,105 4,083 3,150(1) 
1S49 kor, Jeter: VAR ons pee 18,190 22,941 2,575(2) 
"DOCAISEU Rp de TR LO Ve cl aeeeaae s 3236/4 G75695 38,980 


NOG Sune renne deen Anne ns SRO ee years A Scio I owes) 2,965 
JOE Peete se) seis y Ie a Sates paeerieny | dt 1,847 6,267 6j559 

ho EV eee Tost aa Rens fe Oe So 3,405 3,145 
OS ea Bac e dn cch end ie Re a,” area 226 2,848 910(1) 
1949 -orslaters seo eee 4,382 10,320 1,355(2) 
i Rie) CRUE oat os <.-s by Maal Caan lr 2 10,368 . 34,515 14,710 
Combines 

TOES ae, cae ee Ae MIP cu A 3,945 18,688 3,970 
UO AOR I PRR Oe an BN 965 5,451 4,710 
AS: LS eh A OTR CON «| MRR ogee 627/ 3,280 1,850 
1948 A SO Me RES Oe, 393 1,769 910(1) 
1920s orator ieee, ie, 2 ee he 5,284 10,062 960(2) 
SCOLAIRE ent ect ne teen eee 11,054 39,250 12,000 


(1) Includes those wanted in 1948 and later. (2) Specific date not given. 
Source: Patterson, of. cit., pages 4, 6 and 13. 


The very large volume of machinery required in the Prairie Provinces—and 
particularly in Saskatchewan—indicates the magnitude of the impact of any freight 
rate increase which if granted would apply on a very large proportion of this machinery. 
The demand for tractors, motor trucks and combines does not begin to measure total 
farm machinery requirements. Large numbers of practically all types of implements 
are badly needed. Table VI summarizes the Saskatchewan requirements as estimated 
by the Dominion Department of Agriculture survey for the years 1945 to 1949 and 
later. To the very substantial extent that these requirements remain unfilled at the 
present time, the cost to the farmer will be directly increased as a result of any freight 
rate increase. 


Sit 


TABLE VI 


Farm Machinery Wanted in Saskatchewan 1945-1949 and Later. 


SULA CEES AL eON siete Mikg Py IED Ao), 67,893 Spring Tooth Harrows.............. 9,701 
Combireswe dil Sait ila (che 90) 39,250 Disc Harrows.......... WE ees ee te 46,956 
S18 fies Cen Ce ee et ed Ce 13,494 INT ORV CY Say: Meet. kl eee 48,993 
ALTOS MOTs. 65) tata etY cd s,, 053 TR AQICES tn SRN Myce wh boo eee ae 42,192 
EO WERE CELS Aono IMMER. le caiaee, 15,843 Hustiaives Cutters): ere. DOS 
PLOLSE NV RINCers ern Ot ah 37,395 Grainy Grinders. esi). 34,900 
INEOCOR Alrtcles, ieee el Ra 34,515 Manure Spreaders. ).....4..0507 5,288 
NIOtOMC aTSs 54 Le ei ik ee 38,881 DEAT E SINR Ie rte ek TL gee: 7,379 
AEA CLOE; PIOWS N00. Wa eas teh ly 31,663 WAP ORS er Weer ps cic hota ts 101,901 
BLOWN PLOWS): ORO ecole vodasics 12,391 stationary Hogines:..Ac.hees 35,666 
One way. Discs: ieee t..\ 54,691 NNRICLITUMIG teen eteee ett te 4,719 
peeter wAttachments 4. iio. )s.3.ch.... 30,190 ROCato* Diggers GA) de todos. sl 1,052 
Stas sceders «en... 93,252 Cream Separators... .an wee as 47,216 
SUleivatOrsces ss eee ral... 46,394 (tain Cleaneras at ..is hoe oats 26,239 


Source: Patterson, of. cit., pages 4 to 32. 


The increased mechanization of prairie farms has greatly increased the con- 
sumption of gasoline. As crude oil must be moved to refineries from the United 
States and from Turner Valley in Alberta in tank cars the railways have gained sub- 
stantially in traffic volume as a result of this trend. his is particularly true in Sask- 
atchewan where all crude must be brought in by rail since the province does not enjoy 
the benefit of pipe line facilities such as exist between ‘Turner Valley and Calgary in 
Alberta. While a good deal of the refined product is distributed by truck, substantial 
quantities—especially of oils—are nevertheless moved by rail. 


The rail movement of crude petroleum into Saskatchewan for the last 15 years 
(complete data are not available prior to 1932) is shown in Table VII together with 
the loadings and unloadings of gasoline and petroleum oils and other petroleum pro- 
ducts. The latter figures indicate that a substantial rail movement is involved in 
the distribution of gasoline and other petroleum products within the province. 
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TABLE VII. 


Railway Loadings and Unloadings of Petroleum and Its Products 
at Stations in Saskatchewan, 1932 to 1946. . 
PETROLEUM OILS AND OTHER 


CRruDE PETROLEUM Propucts EXxcEpt 

PETROLEUM GASOLINE ASPHALT AND GASOLINE 

Unloaded Loaded Unloaded Loaded Unloaded 

(tons) (tons) (tons) (tons) (tons) 

OG? sae oe ha eee 241,103 96,700 113,503 62,811 85,983 
OSG) Deets Pe eran es 250,837 89,539 97,023 65,849 75,239 
TOBA. Corte Laue 247,194 82,680 102,865 64,439 84,054 
TOS SURE pea bate ae 221,760 62,909 100,106 60,915 96,254 
WOSO AR ee ore 318,530 85,287 115,054 64,323 76,726 
OS TE erence Men utente 337,783 102,013 115,921 63,585 55,290 
POS SLIME I Sees ie tae 441,559 164,374 154,038 75,180 59,172 
1069. eT eee 454,424 100,923 106,562 42,288 42,752 
551,348 89,650 95,115 48,275 37,228 

600,858 112,146 97,364 71,288 51,265 

691,890 142,866 171,049 91,529 86,318 

709,561 181,930 238,461 109,409 93,842 

907,392 197,523 250,666 86,638 92,293 

863,658 178,550 199 436 92,660 116,999 

890,559 163,785 217,301 82,090 99,543 


Source: Summary of Monthly Railway Traffic Reports (Dominion Bureau of Statistics, 
Ottawa). 


The importance of the trend towards greater mechanization on farms is strik- 
ingly reflected in statistics on the consumption of non-taxable petroleum fuels in 
Saskatchewan, (Table VIII). 


TABLE VIII. 


Consumption of Non-Taxable Petroleum Fuels in Saskat- 
atchewan, 1932 to 1946 


GALLONS 
OG 2 Sirti Uie2 es Nai ta metas a ROY a: coe ide PoP ee RN LOS 935525 
LO BG Oe te Asi Aire i eine te, eaens Ue stot, on Tea ys cack. Bay, 8,155,449 
LGA | BRA ree ace phleed arti NER ae eens, (ee et 11,803,825 
LOS Diet ccedts alhge etting., 243 big teas Ahare weet ae Semen ah ee. Yee 14,179,721 
193 Gyavazss th S se cach: « hbep ee. 2 eine eee ce eee es EE ere 16,140,633 
LOST cccctay..in dell tccag . ip Septet eae Peek co toh MOIR eee ee Rg 18,704,278 
ROSS 5... Be Fa sR ne 2m emer She ee 38,614,900 
LOS Ori hie, SAOSIN 25.11 Sana ore eer aaael eS, he MN OM ss IR el 48,302,415 
LOBE Bik NUE BE A RAR Or ek RONEN eo SNR 53,134,632 
DOF Ty Chait Scitech erode) Oh Mine Des: URE De Ky 63,775,021, 
Aa sere) Sag Eee ot ae ea BR irs ae ORR e Cae Sg TOSS, 257 
OAS Ie cx css ice Pe ee es OO I ce ae, ae 89,599,373 
NOAA: | seb Mle el: ria ee er ies eee | ri oe 97,508,822 
LOAS Ts Fincnap ee Meta D WRPie Ti Aenea. so ar 87,087,704 
ROR G0 Cee RE Cea i ater eelae den Miers a Re? 0 al ns 100,867,707 


Source: Taxation Branch, Treasury Department, Province of Saskatchewan. 
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Saskatchewan Taxation Branch officials estimate that of the total non-taxable 
petroleum fuels 80 per cent. is used for agricultural purposes, about 10 per cent. by 
branches of the Dominion Government, and the remaining 10 per cent. by other non- 
taxable users. While undoubtedly some of the increased consumption during the war 
was due to increased demands of the National Defence Department it should be noted 
that the peak year was reached in 1946 after this demand had subsided. An ex- 
panding use of petroleum products on Saskatchewan farms is clearly indicated and 
promises a continuation and expansion of remunerative rail hauls for the railways. 


A. THE AGRICULTURAL ECONOMY OF SASKATCHEWAN 


The significance of transportation to the agricultural economy of Canada and 
the nature of some of the resulting problems were stressed by Mr. H. H. Hannam, 
President of the Canadian Federation of Agriculture, an organization embracing some 
400,000 producers, in evidence given at the Ottawa Hearings of the Board in July 
of this year: 


“The development of specialization and exchange of agricultural products 
on the basis of the comparative advantages of production in the different areas, 
is a distinct advantage to all of the areas concerned but gives rise to many of 
our most difficult agricultural problems. It involves production for a distant 
and sometimes little known market. It involves unavoidable consideration of 
the effects on that market growing out of increased or decreased production 
in other competing areas. It involves a considerable series of problems which 
grow out of the fixity of such charges as those for railway transportation when 
farm and central market prices move sharply up or down. Nevertheless, the 
kind of farming that has now come to be taken for granted is an impossibility 
except as there is available a cheap and efficient transportation service.’’4 


This statement has a special validity for Saskatchewan agriculture—even apart 
from wheat and other grains, the export freight rates upon which are not at issue in 
the present application of the railways. An examination of other sections of the 
agricultural economy of the province such as the livestock, dairy, poultry, forage crop 
seed and honey producing industries—all of which would have to bear the burden of 
any increase—will amply illustrate its truth. 


The Livestock Industry 


Development of the livestock industry in Saskatchewan over the past 40 years 
has been beset with many difficulties and marked by many reverses but, as Table 
IX indicates, its significance in the national economy shows a fairly steady growth. 
Thus there was a slow but steady increase in the number of milch cows in Saskat- 
chewan until 1936, after which severe drought forced heavy liquidation. The increase - 
in the numbers of cattle other than cows was checked by the price collapse in the 
early nineteen-twenties and again, following a slow and painful recovery, by feed 
shortages after 1936, although recovering markedly under the stimulus of war prices 
after 1941. 

4 Presentation of the Canadian Federation of Agriculture to the Board of Transport 
Commissioners Respecting the Application of the Canadian Railways for an Increase 
im Freight Rates, (Ottawa, July, 1947, mimeo.) p. 2. 
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TABLE IX. 


Livestock Population of Canada and Saskatchewan, 1906-1946 


MILCH COWS CATTLE OTHER THAN MILCH COWS 
CANADA SASKATCHEWAN CANADA SASKATCHEWAN 

Percentage Percentage 

of Dominion of Dominion 
Year Numbers Numbers Total Numbers Numbers Total 
1906= oes 2,702,500 112,600 AD 4,499,100 360,300 8.0 
AOU ce ie 2,645,200 154,600 5.8 3,880,900 479,000 TORS 
1OTGs etn 2,880,600 285,700 9.9 4,618,300 727,300 ls) 5¢/ 
NOD, Seed. ae, 3,086,700 349,900 ihe} 5,282,800 946,000 17.9 
LOD Gee ee 3,373,000 406,000 12.0 4,444,600 754,100 17.0 
OSI ae 3,371,900 424,000 12.6 4,601,100 764,900 16.6 
NOSOS eee 3,805,400 564,800 14.8 5,023,600 970,200 1073) 
LOW kop onto 3,623,900 437,700 12344 4,893,400 803,400 16.4 
104 OF ee wens 399,000 1,100,000 

HOGS SHEEP AND LAMBS 
CANADA SASKATCHEWAN CANADA SASKATCHEWAN 

Percentage Percentage 

of Dominion of Dominion 
Year Numbers Numbers Total Numbers Numbers Total 
OO Gia eee. 3,378,800 123,900 Bai 2,543,000 121,300 4.8 
OAs Boaeedcee. 3,634,800 286,300 7.9 2,174,300 114,200 M5) 
SOLO e eee 3,561,800 530,700 14.9 2,333,900 124,200 523 
1 OPA ae ate 3,324,300 419,700 1286 3,200,500 194,700 6.1 
NOR. ake ae 4,036,700 597,700 14.8 2,829,700 161,800 Sad, 
HOS (ans oe 4,699,800 949,000 20E2 3,627,100 281,000 Wet 
1936; ee tee 4,135,800 666,800 16.1 3,159,400 342,300 10.8 
POAT | EGE Oe 6,081,400 943,700 15a) 2,840,100 330,000 11.6 
1 OAG Fees eee 523,300 334,600 


*—Preliminary Census figures for Saskatchewan; comparable figures for Canada not available. 
Source: Reports of the Agricultural Division, Dominion Bureau of Statstics, based on 
census data. 


Hog production has been particularly sensitive to changing price relationships 
and fluctuations in numbers have actually been much more marked from year to year 
than are revealed in the table. For instance the number of hogs on farms rose to up- 
wards of 1,750,000 in 1943 in the middle of the last prairie intercensal period. Sheep, 
while far less important than either cattle or hogs tend to show the same general 
trends as cattle. 


The milch cow population of the province is largest in the park areas of eastern 
and northern Saskatchewan with substantial herds in central Saskatchewan serving 
the larger centres of Regina and Saskatoon. Except for specialized dairy herds most 
“milch” cows in the province are dual purpose types, that is they may be used for 
milk production or beef. 


Beef cattle are largely produced on the range lands of south-western Saskat- 
chewan and in the park areas of the eastern and northern parts of the Province. ‘The 
cattle population is relatively light in the prairie areas where wheat production pre- 
dominates. Scarcity of water and hazards of feed production make a long term cattle 
production programme in those areas an uneconomic proposition for most farmers. 
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Hog production tends to be concentrated in the eastern, north-eastern and 
northern areas with substantial wartime production in recent years in central Sask- 
atchewan. Under certain price relationships hog production may take place in con- 
junction with grain growing. Hog production in such areas tends to fluctuate greatly, 
however, since the nature of the hog production cycle enables farmers to make rapid 
adjustments in response to price and market relationships. 


Sheep and lambs are found largely in south-western, east-central and 
north-western Saskatchewan. 


The regional distribution of livestock in Saskatchewan is indicative of the 
long-run influence of natural factors on the agricultural economy, while national and 
international policies and the trend of livestock prices and their relation to grain deter- 
mine shorter-run production trends. 


Commerical livestock marketings originating in Saskatchewan compared with 
Canada as a whole are shown in Table X. The increasing importance of Saskatchewan 
in terms of Canada’s meat supply both for domestic consumption and for export is 
clearly indicated. Peak marketings were reached for hogs in 1944 and for cattle 
in 1945. Since that time there has been a major decline in hog production and a 
slight falling off in cattle. 


TABLE X 


Commerical Livestock Marketings in Saskatchewan, 1921-1946 


CATTLE HOGS 
CANADA SASKATCHEWAN CANADA SASKATCHEWAN 
Percentage Percentage 
of Dominion of Dominion 
Year Numbers Numbers Total Numbers Numbers Total 
OVATE reat s 759,593 93,867 12.4 1,412,280 55,730 3.9 
ODOR pea 1,052,663 210,904 20.0 2,699,480 278,449 10.3 
BRO 3 Toc tart sd Oe, 699 496 136,919 19.6 2,643,372 398,850 led 
BOS Gece rcne 1,282,552 313,101 24.4 3,796,952 570,013 15.0 
» CPA TA Siren te 1,344,794 227,433 16.9 6,224,975 857,084 13.8 
OAD To SR 1,288,617 252,186 19.6 6,232,087 964,632 Sie 
OAS. Sau WOR: 1,243,888 268,662 21.6 7,149,920 1,409,042 19.7 
OA Aig es dee 1,528,947 378,907 24.8 8,863,830 1,934,114 21.8 
| DE po eas tee 2,021,711 495,195 VAS 5,861,505 942,920 16.1 
MOA Ge ees 1,900,768 481,405 DS 33 4,465,159 513,828 athe 8) 


Sources: The Origin and Quality of Commercial Livestock Marketed in Canada and The 
Annual Market Review (Dominion Department of Agriculture, Ottawa). 


Saskatchewan marketings of calves, sheep and lambs reflect the same general 
trend as cattle marketings. In 1921 the province marketed 6,849 calves or 2.5 per 
cent. of the Dominion total, but by 1945 marketings had risen to 111,194 or 13.4 
per cent. of the Dominion total. For sheep and lambs the percentage rose from 4.1 per 
cent. of the total in 1921 to 13.1 per cent. in 1945. 
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The development of meat processing in the western provinces is shown in 
Table XI. Data for British Columbia, Alberta and Saskatchewan were not shown 
Therefore, in order to preserve comparability, the figures 


separately prior to 1936. 
include the Prairie Provinces and British Columbia. 


TABLE, XI 


Inspected Slaughterings, Canada and Four Western Provinces, 1921-1946 


Year Canada 
190) ene 715,313 
19060 eee 739,822 
19381 hearer 592,036 
1936) see 920,229 
1941 ees 1,004,101 
1:94.75. een 970,315 
POLS eer 1,021,334 
1944 eee 1,354,104 
1945.2 eee 1,820,127 
194 Gi. teeeee 1,666,310 


*__Tncludes calves 


Year Canada | 
1921 AS Rees 1,636,389 
1926. cera 2,491,425 
193 [vite eee 2,242,765 
19362 2:ae 3,562,534 
1941 eee 6,273,851 
194) fe tere. 6,196,850 
1943 aie ere ANS SS 
1944) Bete 8,766,441 
1945: ee 5,683,727 
194 Ore eee A 2530 


CATTLE 


Four 
Western 


Provinces 


178,685 
300,169 
232,295 
478,899 
434,116 
506,439 
585,159 
783,448 
Pit so 
1,062,172 


HOGS 
Four 
Western 
Provinces 


321,487 

885,763 

983,857 
1,703,899 
3,401,225 
3,736,705 
4,507,656 
5,688,376 
3,362,358 
2,085,290 


Percentage 
of Dominion 
Total 


Percentage 
of Dominion 
Total 


Canada 


374,175 
371,076 
602,616 
719,168 
666,645 
594,385 
660,556 
781,817 
752,817 


CALVES 


Four 
Western 
Provinces 


97,154 

89,438 
260,561 
230,863 
218,017 
197,768 
224,720 
290,065 
273,261 


Percentage 
of Dominion 
Total 


SHEEP AND LAMBS 


Canada 


646,950 
545,769 
820,891 
830,975 
830,963 
825,288 
889,269 
949,096 
1,169,124 
1,209,545 


Four 
Western 


Provinces 


147,245 
141,638 
298,918 
363,095 
338,702 
352,819 
367,980 
424,852 
524,032 
558,075 


Percentage 


of Dominion 


Total 


Sources: Live Stock Market and Meat Trade Review and Annual Market Review 
(Dominion Department of Agriculture, Ottawa.) 


Livestock slaughterings in Western Canada have increased both in actual num- 
From the 
standpoint of rail transportation, four types of movements are involved, (1) from 
farm or ranch to eastern markets or for export, (2) from farm or ranch to western 
packing houses, (3) from western packers to consumers in Western and Eastern Canada 


bers and in the proportion which they represent of the Canadian total. 


and for export, (4) the additional movement of feeder stock to feed lots. 


The sig- 


nificance of transportation costs to the livestock economy is thus clearly indicated and 
the implications of any increase in freight rates must be considered, it is submitted, 
from the standpoint of the future of an important industry in the economy of Canada. 
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Any increase in the fixed costs of raising and marketing livestock, such as 
would surely result from an increase in freight rates, would further burden an industry 
which even under normal conditions is faced with competitive disadvantages and 
market uncertainties. As has been pointed out by the Saskatchewan Stock Growers’ 
Association ° range cattle production is carried on in areas distant from available 
markets leaving the industry particularly vulnerable to problems of transportation. 


Livestock and livestock products, unlike most industrial products, cannot be 
withheld from the market during periods of low prices and producers frequently are 
forced to sell at a loss. In the drought years of the nineteen-thirties the feed situa- 
tion became so acute in Saskatchewan that stock growers were forced to liquidate a 
large proportion of the herds which they had built up with great effort over a long 
period of years. This represented actual capital disinvestment the extent of which 
is clearly evident from the greatly reduced marketings immediately following 1937. 


A broad appraisal of the pcsition of the cattle producer in the Prairie Provinces 
loffers striking examples of the varied problems and conditions which influence many 
sections of the agricultural economy. 


The ranching areas and bush lands of the Prairie Provinces offer many natural 
advantages to the raising of large numbers of high quality stock. The limits of pro- 
duction are being slowly but steadily expanded by the conservation and developmental 
policies of Provincial and Federal Governments. Provincial activities are in the main 
directed to measures to encourage the building of feed reserves and promote quality 
stock although incorporation of several co-operative grazing associations has been 
facilitated under Saskatchewan legislation. Under the Federal Government’s Prairie 
Farm Rehabilitation Act, community pastures have been constructed by reseeding 
inferior wheat lands to grass, thereby removing areas from uneconomic grain pro- 
duction and facilitating their use for stock raising. Many farmers and ranchers have 
also taken advantage of the provisions of the P.F.R.A. programme to develop small 
stock-watering dams to conserve spring run-off and store water. Evidence presented 
to the Board by the Horse Co-operative Marketing Association indicated the direct 
contribution to conservation of grazing resources made by their own industry. It was 
estimated that in one winter period alone surplus horses in the three provinces con- 
sumed 500,000 tons of feed. ® 


The cumulative effects of these programmes and policies instituted in the interests 
of the national as well as the prairie economy are becoming apparent and with the 
reduction as far as possible of physical and climatic hazards the cattle industry can 
look forward to a greater measure of productive stability than it has experienced in 
the past. Nevertheless, all the stabilization efforts of private and public agencies 
‘may well prove fruitless if the gains so made are wiped out by a heavy increase in 
freight charges. 


5 See Brief Presented on Behalf of The Saskatchewan Stock Growers’ Association to the 
_ Board of Transport Commissioners (Maple Creek, June, 1947, mimeo.). 

6 See Memorandum of Horse Co-operative Marketing Association Limited, Swift Current, 
Saskatchewan (Swift Current, June, 1947, mimeo.). 
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The potentialities of prairie livestock production were demonstrated in the 
west during the war years when all previous records were beaten. Some reductions 
from the high levels were to be expected. Cyclical variations are inherent in live- 
stock trends. Price fluctuations create uncertainties and, as indicated, the relation- 
ship of grain and feed prices influence production plans. ‘To the extent that economic 
factors are favourable to livestock production, the broadening of the base of the agri- 
cultural economy is desirable but it is probably true that no single factor would do 
more to disturb adversely the relationship of the livestock industry to other agricul- 
tural activities from the long range viewpoint than an increase in freight rates. 


The key position of the Prairie Provinces in the livestock and meat produc- 
ing industry of Canada has already been indicated and the significance of livestock 
and livestock products in Canada’s trade in World markets is widely recognized. 


Much has been said about the geographical advantages and disadvantages 
of various parts of Canada. It is then, perhaps necessary to emphasize that the geo- 
graphical position of Saskatchewan’s ranching areas is not as unfavourable as many 
suppose and that transportation disabilities are not a necessary consequence of a mid- 
continental position. The natural export market for western livestock is the United 
States, and if barriers to north-south trade had not been imposed and traffic directed 
east and west, a much greater volume of Canadian cattle would undoubtedly have 
moved freely into their natural market. 


The extent to which cattle marketings have been influenced by national policy, 
trade agreements, tariffs and embargoes may be seen from Table XII. 
i] 
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Prices for cattle on the Canadian market have tended to be stronger during 
periods of high exports to the United States and in periods of rising prices restrictions 
on exports have been reflected in wide spreads between Canadian and United States 
market prices. Particular attention should be drawn to the period from September, 1942 to 
the present. For the whole of this five-year period there has been an embargo on 
the export of commercial beef cattle and calves from Canada to the United States. 
Exports of purebred cattle and cattle for dairy purposes were, however, unrestricted 
and 95,154 went to the United States in the last calendar year. It is significant, 
however, to note that the Dominion Department of Agriculture reported recentl 
that “Dairy cattle exports continued to originate largely in Ontario and Quebec, with 
fairly substantial contributions from the Maritime Provinces.” 7 ‘The cattle grower. 


upwards of five years. The impact of government policy on the producer in term 
of lower returns than he would otherwise have received is sharply emphasized by 


comparison of prices ruling on the Winnipeg, Toronto and Chicago markets (Tabl 
CUD, 


TABLE XIII 


Average Prices of Good Steers at Winnipeg, Toronto 
and Chicago, 1941 to 1946 


WINNIPEG ToRONTO CHICAGO 

Year Steers over 1050 Ib. Steers over 1050 Ib. Steers 1200-1500 Ib. 
(per cwt.) (per cwt.) (per cwt.) 

1 O41 Eh ae ee ee ono $ 8.90 $> 11.35 

1943). on, 9.54 10.39 14.10 

OAS ys 0) dere i PLO 12.00 15.85 

HO ee areal 12.00 16.60 

1945) cee 11.40 12220 16.90 

1946 3er Wee A 12-05 13.05 DANSO 


Source: Annual Market Review (Dominion Department of Agriculture, Ottawa). 


The average spread between Winnipeg and Chicago in 1941, before the ba 
on Canadian beef cattle exports to the United States, was $3.14 per cwt. For 1942, 
although the export ban did not go into effect until September, the average spread fo 
the year increased to $4.56. For 1943 the spread between Winnipeg and Chicag 
prices widened to $4.75; for 1944, to $5.45; for 1945, to $5.50; and for 1946, to $9.25. 


7 Annual Market Review, 1946 (Ottawa, Dominion Department of Agriculture, 1947) p. 4. 
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| The impact of freight rates on producer returns was illustrated very clearly in 
the Brief presented by Saskatchewan Co-operative Producers Limited at the Regina 
Hearings of the Board. ® The following examples of actual shipments, taken from 
evidence given by Mr. G. W. Robertson, Secretary of the organization, indicate that 
a number of related charges are also involved in the movement of livestock and as the 
Brief points out, 

“On any particular shipment these charges do not appear large but their 
cumulative effect is important. On the bulk of Saskatchewan shipments it 
| would seem that these incidental charges make up about one-sixth of total 
livestock shipping costs. While some of these charges may not involve actual 
payments to the railroad, general prices for such services as feed or unloading 
and reloading will almost certainly be guided by railway practice. 

EXAMPLE I 


Carlot of 39 cattle, shipped from Crane Valley, Saskatchewan, 
to Toronto, Ontario. 


: The rate per hundred pounds is $1.09. Number of tariff— 
| CAC, 445. 


Actual weight for freight—21,430 (Carlot minimum 20,000 
pounds). No stop-overs. 


Hreight charge om 21;430nbseat $109 we.) oe aes $233.59 
Cléaiiimegot cares cane rene. tenets Maer kk MME OPN 2d wp, 
| ACCT Ole Cates ta Je We ete Mee ol eee a tS eA Le we 8. 14 1.00 

EOTRUCSIGSH ASE’. ced) aT ga alent 2) OY MD Ae de aes a tO 3.00 

Feed enroute (estimate $18.50) 

Unloading and Reloading ($7.00) 

Tocuwiretaniee parser: a7 We tN ON eT $238.34 

An increase of 30 per cent. will be $71.50 on the railway charge. 


EXAMPLE II 
Carlot of 25 cattle shipped from Greenstreet, Saskatchewan, to 
St. Boniface, Manitoba—-a distance of 706 miles. 
Rate per hundred pounds 48 cents. Number of tariff—C.T.C. 


No. W. 3863. 

Actual weight for freight 26,900 Ibs. (Carlot minimum 20,000 lbs.) 
Freight charge on 26,900 Ibs. at 48c. per cwt.........e $129.12 
ClOATiNS HOU Ca tree tae, te een tet) ee ERNE OPO PILE lh oe Oe as 
SOCIO nn ate Ge eee. OG. ie See MORE he 1.00 


Feed enroute ($12.25—not considered railway charge) 
Unloading and re-loading ($3.00—not considered railway charge) 


LOCALE Peet ta Ate ka: Adams? trey seein 1 aetna eeO i $130.87 
Increase of 30 per cent. on $130.87 would be $39.26. 


8See Submission of Saskatchewan Co-operative Producers Limited to the Board of’ 
Transport Commissioners (Regina, June, 1947, mimeo.). 
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EXAMPLE IV 


Carlot of 88 hogs shipped from Scotsguard, Saskatchewan to 
Moose Jaw, Saskatchewan,—a distance of 171 miles. 


Rate per hundred pounds—23c. Number of tariff—C.T.C. No. 


W3863 

Actual weight for freight 17,680 lbs. (Carlot minimum 16,000 Ibs.) 
Freight charge on 17,680 Ibs. at 23C..ccceccccccccccecsses Birks: aekaee: $ 40.66 
Cleaning of CAT ri oo, Gite te AE ANA ng Se, AR et cy 42 ‘715 


Unloading $1.00 (not railway charge) 


peOCal MireigheyC largest cine oer Ree me ee $ 41.41 
Increase of 30 per cent on $41.41 would be $12.42.” 


Discussing the significance of these increases the Brief went on to declare: 


“At first glance it may appear that the price increases which will be involved 
are not large, especially when related to the individual animal... .These ap- 


parently minor tariff increases, multiplied several hundred-fold on all the 


commodities passing in and out of Western Canada, have collectively an im- 


portance and effect which is not properly realized if an observer considers one 


article alone. 


“The true significance of this proposed increase in fixed costs can be better 
realized if shipping costs are compared to the value of the product transported. 


“If we consider the history of livestock prices over the past decade, the 
reasons why farmers view any increase in shipping costs with special disfavour 
become obvious. In the foregoing example of cattle shipped from Greenstreet, 
Saskatchewan, to St. Boniface, Manitoba, (Example II) we will consider the 
likely or possible value of the animals being shipped. 


“Twenty-five cattle weighed 26,900 pounds or an average of 1,076 pounds 
per head. 


“A “good” steer weighing 1,075 pounds at St. Boniface would, at average 
prices applying on such animals during recent years, have been worth the fol- 
lowing amounts. You will note the percentage of the value of the steer which 


would be paid out in freight charges, both at present rates and at the proposed 
increased rate.” 


An extension of the statistics given in the above Brief, with minor mathema- 


tical corrections, appears in ‘Table XV to indicate the relationship between the price 
of and the freight on certain grades of livestock moving to the Winnipeg market. 
The heavy burden of present freight charges in years of low cattle prices is shown 
together with the increased percentage that would be absorbed in freight charges if 
the proposed rate increases were granted. 
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The Brief points out that the proportion of so-called “‘good’’ steers to the total 
number of cattle sold tends to decline during years of poor crops when insufficient 
feed for proper finishing is available. At all times large numbers of ‘‘medium”’ steers 
and ‘‘medium’’ cows are marketed taking, of course, the same freight charges per 
hundred weight as ‘‘good”’ steers but with a much larger percentage of the value of 
the animal absorbed in freight charges and a very much smaller net return to the 
producer. Thus, the proportion of the value of a ‘‘good” steer at Winnipeg paid in 
freight ranged from 13.1 per cent. in 1933 to 4.0 per cent. in 1946 while on ‘“‘medium”’ 
cows it varied from 30.4 per cent. in 1933 to 6.0 per cent. in 1946. 


On the basis of the history of the western livestock industry the Province 
of Saskatchewan urges that the reasons which led railway officials to maintain the 
rate structure on livestock during the past are equally valid for the future. Progress 
has been made and is being made towards greater productive stability but market 
outlets and prices cannot be predicted. It is reasonable to expect that problems will 
continue, from time to time, to bring periods of difficulty to the industry which a 
freight rate increase would only accentuate and might actually help to precipitate. 


Efforts to estimate a total freight bill arising from the movement of the pro- 
ducts of any one industry from a given area present formidable difficulties. However, 
the Co-operative Producers placed in evidence certain figures which indicated that, 
without considering the miscellaneous charges, freight on primary shipments alone of cattle, 
calves, hogs, sheep and lambs to stockyards and packing plants approximated $1,457,- 
000 in 1943 and $1,599,000 in 1945. <A 30 per cent increase would have added $437,000 


and $480,000 respectively to freight costs in these years. On this basis the Brief con-— 
tinues: 


“The foregoing is sufficient to show that on this one aspect of livestock — 
shipping, without considering the increase in costs of diversion, stop-overs, 
cleaning cars, partitions, or any of the various other services involved, all of 
which are to increase 30 per cent., Saskatchewan farmers are asked to pay 
nearly half a million dollars more in direct freight. 


“It must be emphasized, ‘however, that the direct freight charges referred 
to up to this point, represent only a minor part of the total shipping costs— 
which must be paid by the producer in the marketing of his livestock. Saskat-— 
chewan abattoirs have estimated that their outgoing freight bill on livestock 
products bears a ratio to the incoming freight on live animals of approximately 
6:1. Indeed this ratio varies. At times it is as high as 8:1 depending on where 
the products are being shipped. On plants doing considerable slaughter for 
local use it has been estimated as low as 4:1 at certain periods. 


“Tt is conceded that the ratio of outgoing freight to incoming freight at St. 
Boniface plants will be narrower than in Saskatchewan due to the lengthening 
of the live animal haul, but even so, a ratio of 4:1 for all the movement of 
livestock off Saskatchewan farms appears moderate and conservative. 


A 


TABLE XV 
Cattle Prices and Relationships of Present and Proposed 
Freight Charges to the Value of Cattle, 1930 to 1946 


Percentage of 


Winnipeg Market value of Percentage of Value Paid 
Price 1,075 pound Value Paid in If Freight 
Year (per cy acai Steer Freight Charges Charges Increased 
0 To 
1930 races sees eee 6.98 75.03 6.9 8.9 
OS Ace neat chee 5.45 58.59 8.8 11e4 
HOSTER: Rete rare 4.87 25 9.9 27 
LOSS TR OR Mkt. dae 3.67 39.45 Seat 16.9 
LES CNN eae, 4.16 44.72 11.5 14.9 
TOS OF et Rees. 520 55.90 9.2 11.9 
HOS OU RE eee i: 4.54 48.80 10.6 13.7 
HOST. ca rae On25 67.19 tod 9.9 
OS SeeON ce ers eee case 5.29 56.87 9.1 eer 
TO SO SARs Ve ee de 6.19 66.54 7.8 10.0 
LOO etme a, 6.92 74.39 6.9 9.0 
LAAT EAL OEE ot Sil 88.26 5.8 7.6 
OAD Rett Metetie 8 or 9.54 102.55 5% 6.5 
TASH > a 6h #8 11.09 119.22 4.3 5.6 
19 BAe ee ete 1173 119.65 4.3 5.6 
LOSS Be ah ox 11.40 1D SS) 4.2 5.4 
aTES) ema 2 Wee Been eee 12.05 129.54 4.0 aye 
Percentage of 
Winnipeg Market value of Percentage of Value Paid 
Price 1,075 pound Value Paid in If Freight 
Year (per cwt.) “Medium” Steer Freight Charges Charges Increased 
$ $ % % 
LOSO xan R ease: 5.69 OS ay 8.4 10.9 
OS ee ee. 4.41 47.41 10.9 14.1 
HOODIE e les 3.49 SiO? 13.8 17.8 
OS 3 emt ent, 5 kn 2.67 28.70 18.0 232 
OBA tre ote. 65 2.94 31.60 16.3 Prilin si 
108 Oi as oe Pcs hi 3.86 41.49 Dee 16.1 
LOS Oe aas Sef 39.88 12.9 16.7 
2 CS loiter tape oa aN 4,92 52.89 9.8 12.6 
LOSS meas e eee 4.48 48.16 10.7 1G) 520) 
OOO ee prt mes 5239 57.94 8.9° ATES 
LOA Oee tere NGO. tee 6.26 67.29 Us i 9.9 
SY ba Vk caneees Se 7.47 80.30 6.4 oS 
LOAD te ee oe 8.64 92.88 5.6 jee 
LOA SIE ne tae te ae 10.15 109.11 4.7 6.1 
LOA TN Site ver. Aes att, 10.01 107.61 4.8 6.2 
TO eee eee ean 10.00 107.50 4.8 6.2 
LOA GR te eee 10.75 115.56 4.5 oe 
: Percentage of 
Winnipeg Market value of Percentage of Value Paid 
Price 1,075 pound Value Paid in If Freight 
year (per cwt.) “Medium” Cow ae Charges y ioae e 
$ $ 0 0 
O30 ei cncmpe teehee 4,24 45.58 iS 14.6 
LOS AM Uh, spent Dao? 28.16 18.3 Wet 
MOS DEA 5 ate aa 2.06 22-14 D30o 30.1 
LOSS ae eeu Mer Ce. 1.58 16.98 30.4 39.3 
MO SA eet hes suas i 4 18.70 27.6 35a 
NO SOMOS coca eee 2.30 Dai 20.9 27.0 
LOZ ONES cia ee ZI 24.40 Pilot DiS 
OS Seite tree 3.08 Sse 15.6 AD 1) 
LOS Se ene Ac are 3.06 32.89 let 20.3 
LOS Obit xii ate: 3.84 41.28 1255 16.2 
OAQ. cout eae 4.12 44.29 ily 7 1521 
LOA OS eee ae 5.05 54.29 9.5 LORS 
OA ie sea ay aot a 6.66 ileo9 Use 9.3 
LOA Be csc Russie 7.56 81.27 6.3 8.2 
1S 1 heme melee Oil 76.65 Oe 8.7 
104 ee eet 7.30 78.47 6.6 8.5 
LOA OR te eye en e: 7.95 85.46 6.0 7.8 


Source: Based on Submission of Saskatchewan Co-operative Producers Limited, op. cit. 
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“When we apply this ratio to the marketing of livestock in this province 
in 1943 and 1945, we find that the total freight charges carried by the live- 
stock industry are not limited to the amount of $1,500,000.00, but actually 
reach a total figure of approximately $7,500,000.00 each year. Further we find 
that, on this basis, a thirty per cent. increase would amount to $2,250,000.00,— 
or a total impost of close to $10,000,000.00 to be carried by this one segment 
of our agricultural economy. It must be remembered that the only source 
from which this large amount can come is from the value of the livestock ship- 
ped. It is a fixed charge against farm income which the producers alone must 


pay. 


“It may be suggested that livestock shipments in 1943 and 1945 were unusual. 
The fact remains fveve: that the increases being sought will be fixed charges, 
and even if livestock shipments from Saskatchewan are reduced in the future, 
the charges per animal and per carlot will be increased, and these increases will 
fall upon a section of the economy which both by the nature and the size 
of its income, is ill-fitted to bear them. 


“Under seaboard contracts and price ceilings these increased charges are 
wholly passed back to the primary producer. It is submitted that the proposed 
increase can have only harmful effects upon the livestock industry and by dis- 
couraging diversification of agriculture would strike directly at the stability 
and welfare of the entire Saskatchewan economy.” 


The contention that the producer will be forced to bear the burden of in- 
creased freight charges on both primary livestock movements and on the movement of 
the finished product to markets is strongly supported by the evidence of Intercontinent- 
al Packers given at Regina:® 


“. freight costs in relation to livestock slaughtered may vary in different 
plants throughout the Province, due to the type of business each individual 
plant might do. A large percentage of our business in the period mentioned 
[1946] was export to England on which we pay freight to seaboard. If any 
substantial part of this product were to be marketed in the domestic market 
in Eastern Canada, the freight cost would be increased, due to the fact that 
the domestic rate is somewhat higher than the through export rate. It is only 
natural that an enterprise engaged largely in domestic business in the locality 
close to its plant would have a lower freight cost, due to the avoidance of long 
hauls. However, livestock production in Saskatchewan, in comparison to its 
population, is such that a comparatively large volume must either be exported to 
other countries or other parts of Canada. The handling costs govern the net 
return of the product, which in turn, governs the amount which can be paid for 
the livestock.’’ 


Reference has been made during this inquiry and particularly at regional hear- 
ings to truck competition in the west especially in the movement of livestock. Table 


9 See Brief Presented by Intercontinental Packers Limited, Saskatoon, Sask., to the Board 
of Transport Commissioners (Saskatoon, June, 1947, mimeo.) pages 2 and 3. 
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XVI shows the very small proportion of cattle and hogs (the proportions were even 
smaller for calves and lambs) moving to market by truck in Saskatchewan com- 
pared with any of the other important livestock producing provinces. Thus in the 
heavy movement of cattle to stockyards Saskatchewan sends a greater number by rail 
than any other province while less than one-quarter move by truck—the lowest pro- 
portion of any province in Canada except British Columbia. The movement of cattle direct 
to packing plants is much less important in terms of total volume but again Saskatch- 
ewan’s proportion was much lower than any of the three provinces of Manitoba, Ontario 
or Quebec and only slightly higher in proportion—but lower in volume—than Alberta. The 
comparisons in the case of hogs are extremely interesting. The movement of hogs 
to stockyards in Saskatchewan is not an important one in terms of volume. The 
figures show that by far the greater number of hogs are marketed at packing plants 
and on this movement Saskatchewan shipped both the smallest volume and the smallest 
preportion by truck of any important hog producing province in Canada. 


TABLE XVI 


Deliveries of Live Stock to Stock Yards and Packing 
Plants; by Railroad and Truck, 1946 


CATTLE 
To YARDS To PLANTS 

Province of Origin By R.R. By Truck By Truck Bybee By Truck By Truck 

Numbers Numbers Per cent, Numbers Numbers Per cent, 
Pritis Columptarc- ete. 10,951 ATT 11.84 35,587 10,182 DDD 
Alberta ee .c0e. ccs 124,408 174,476 58.37 128,849 65,887 33.83 
Saskatchewanliee..ccse nee 266,373 87,937 24.81 79,727 47,287 Sie22 
Manitobasee sn ccr erect .s8 75,803 68,683 ANS 24,459 58,419 70.48 
OntaniOmeete steer teres 174,833 135,493 43.66 55,268 110,501 66.65 
QOuvebec. se eas ates eens 17,430 26,701 60.50 8,028 20,334 71.72 
News Brunswick) (tees. TAC Ty piper, ny Veen Bret DUD 7,315 96.54 
INOVAES COL AN em eee ase SOMME Ls SACOM aban ae Siteass 3,014 186 5.81 
Prince Edward Island ........ ASEM FFIRED Galas PV METR aE 4,222 1,114 26.38 
SOTA es res are ees 671,568 494,761 42.42 339,426 S225 48.62 

HOGS 
To YARDS To PLANTS 

Province of Origin By R.R By Truck By Truck By R.R. By Truck By Truck 

Numbers Numbers Per cent, Numbers Numbers Per cent. 
British Columbia 475 189 28.46 16,407 4,944 235 
Albertars 2 eee, 140,491 13,544 8.79 657,094. 439,473 40.07 
Saskatchewaneuee eee ok 30,841 26,425 46.14 341,245 115,265 DS es 
Whantitobaten csc eee ete can 29,070 20,031 40.79 83,725 212,403 Toe 
Mii tariONe A a oe Meeticee rs 108,699 124,065 S050) 521,759 1,014,914 66.04 
QuebeCixesa22:.ar ee coed 36,543 71,470 66.16 105,063 265,246 TE NOP 
News Brutiswickuyes: cater POET 2 i enege  Oilbds elaine ee At 9,473 15,038 61.35 
Nova SCOtats tee ER TBS FCP I eva Ba 4 el te, Se a A 
Prince Edward Island......... SOY bce Oy ore 32,546 20,467 38.60 
GROW WAY Das vtee Pad Week eter nn 346,709 255,724 42.44 1,770,553 2,087,750 54.11 
Source: Annual Market Review, 1946 (Ottawa, Dominion Department of Agriculture, 


1947). pa94: 
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The railways have pointed out that the present freight rates on livestock are 
the same as existed in 1918 and that an increase granted in 1920 was voluntarily 
removed by them—presumably as a recognition of the difficulties with which stock 
growers were faced and of the fact that continuation of higher rates would have been 
more than the industry could bear. ‘Those responsible for rate-making policies un- 
doubtedly saw the wisdom—and the necessity—of maintaining the existing rate struc- 
ture and enjoying a reasonable volume of traffic rather than attempting to impose 
higher rates which would certainly have seriously restricted the ability of the producer 
to market his product and which could only have resulted in reduced rail movements. 
We now suggest that the judgment of the railway executives in that decision was 
prudent and far-sighted and that the principle is equally sound and equally valid for 
the immediate future. 


The present strong demand and consequent upswing in prices should not be 
made the occasion to raise rates to levels which would seriously threaten the live- 
stock economy of the western provinces. The basic fallacy inherent in the argument 
that a period of high volume and favourable prices is the best time to raise freight 
rates will be dealt with at the conclusion of this section. However, wide fluctuations 
in the prosperity of the livestock industry indicate the dangers inherent in increasing 
fixed charges in the form of freight rates in “good times’’ to continue indefinitely, as 
a burden upon the industry, in years of weak demand and depressed prices. 


Sufficient has been said to indicate some of the problems with which the cattle 
producer has had to contend, and chief among which have been widely fluctuating 
prices, long periods of low prices, rapidly changing market conditions in terms of 
market outlets, and restrictions upon selling in the most favourable market. Such 
has been the history of the livestock industry of the prairies. To the extent that 
diversification of agriculture is possible in Saskatchewan it must be brought about 
through livestock. Efforts of ranchers, farmers, private and co-operative organizations, 
Provincial and Federal Governments have been directed towards improving the posi- 
tion of the livestock industry and encouraging its development not only for the sake 
of those directly engaged therein but also to broaden the base of the agricultural 
economy in the interests of the provinces and of Canada as a whole. The application 
of higher freight rates would run directly counter to these efforts. 


The Dairy Industry 


As pointed out in the Brief presented at Regina by the Saskatchewan Dairy 
Association 1° the problem facing the dairy industry in Saskatchewan can best be 
illustrated by considering the movement of its most important product, creamery 
butter, the manufacture of which absorbs approximately 50 per cent. of the milk 
production of the province. 

Table XVII sets out the annual production of creamery butter in Canada and 
in Saskatchewan, the number of operating creameries in Saskatchewan, and the butter 
make per creamery in each of the census years from 1921 to 1941 and for each of the 
last five years. Y 
10 See Submission of the Saskatchewan Dairy Association to the Board of Transport 

Commissioners (Regina, June, 1947, mimeo.). 
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TABLE XVII 


Creamery Butter Production Canada and Saskatchewan, 
Number of Creameries and Production Per Creamery in 
Saskatchewan, 1921 to 1946 


CANADA SASKATCHEWAN 
Creamery Creamery Pepicentayot Creameries Production 
Butter Butter Dominion in Per 
Year Production Production Total Operation Creamery 
Ibs. Ibs. Ibs. 
| RS ee eee Rete ae 128,744,610 7,030,053 5D 55 127,819 
TOZ GUN tem ee ae 177,209,287 16,629,136 9.4 81 205,298 
TO Sia eR Ae 2 ts 225,955,246 18,960,352 8.4 68 278,829 
LOS Gxsr ee eirewe cme. 250;93AAd fi 24,097 537 9.6 61 395,042 
LOAM regione te tare: 285 848,196 37,126,694 13.0 61 608 634 
OLDE ET eer mee 284,591,372 41,306,186 [a 62 666,229 
1 OARS ee a eh eo . 311,709,476 47,721,150 15S 62 769,696 
| OA ce nt cn ate: 298,777,262 48,264,062 16.2 62 778,453 
ODS RRR ee Reet d 293,811,000 41,074,000 14.0 63 651,968 
OAS seek att cnt, ole 271,366,000 37,025,000 TSG) 63 587,698 


Sources: Statistics of Dairy Factories and Statistical Supplement, Monthly Dairy Review 
(Dominion Bureau of Statistics, Ottawa). 


Saskatchewan was the third largest producer of creamery butter—exceeded only 
by the Provinces of Ontario and Quebec—in each of the six years 1941 to 1946 in- 
clusive, accounting for nearly 15 per cent. of the output of the Dominion over that 
period. Yet Ontario and Quebec, contributing over 56 per cent. of the Dominion total 
in 1946, remain like British Columbia, deficiency areas and their production contri- 
butes comparatively little to rail movement. On the other hand the Prairie Pro- 
vinces, being surplus producers, provide most of the butter shipped by rail with Sask- 
atchewan alone accounting for 32 per cent. of all such rail shipments in the Dominion. 
The implications of these facts were stressed by the Saskatchewan Dairy Association 
at the Regina Hearings: 


“Reliable statistical records indicate that during the war years there was 
approximately as much creamery butter exported from the Province of Sask- 
atchewan as from the other two Prairie Provinces combined, no doubt due 
to the ratio of population to production but indicating that under present 
conditions the Dairy Industry in the Province of Saskatchewan will be the 
most adversely affected of any of the provinces through an increase in freight 
rates. According to the Summary of Monthly Railway Traffic Reports for 
the ten years 1937-1946 inclusive the Province’s net butter exports by rail 
represented, on the average, 59 per cent. of the annual butter make. This 
does not include L.C.L. or truck shipments. In view of this a reasonable state- 
ment zs that over 60 per cent of Saskatchewan’s creamery butter make must find 
a market outside the provincial boundaries.” 


“Saskatchewan is the central Prairie Province; hence the one most adversely 
affected by freight rates insofar as Canadian domestic outlets for surplus cream- 
ery butter are concerned. Alberta, being closer to the West Coast, is able to 
utilize that deficiency area as a first outlet for their surplus production. Mani- 
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toba is in a similar position in relation to the Eastern deficiency area. The 
Dairy Industry in Saskatchewan under all circumstances is constantly in com- 
petition with one of these two provinces seeking outlets for their surplus cream- 
ery butter and under normal circumstances continuously in competition with 
both... : 


“The division in freight rates as between East and West on the Prairies 
approximates the Manitoba-Saskatchewan boundary, indicating that from the 
standpoint of shipping costs all creameries located in the Province of Saskat- 
chewan may more advantageously ship ,their surplus creamery butter production 
to the west coast. However, the butter deficiency in that area is not sufficient 
to absorb the entire production of Alberta and Saskatchewan; hence the balance 
from Saskatchewan must move East, and at higher rates than the maximum 
payable by any of the dairies or creameries located in the Province of Manitoba. 


“This situation under normal production and distribution circumstances 
results in approximately one-third of Saskatchewan’s creamery butter produc- 
tion being marketed on the West Coast and because of more favourable freight 
rates the Western Saskatchewan creameries enjoy that outlet. The remaining 
two-thirds of the creameries in Saskatchewan, involving the area from north to 
south lying East of Saskatoon are in the position of having to seek markets 
in Eastern Canada despite their obvious freight handicap compared with Mani- 
toba plants. 


“Under normal circumstances the Dairy Industry of Manitoba has only 
one market for surplus products. The same is true of Alberta. This is not 
so of Saskatchewan where 14 of the cream must be purchased in competition 
with Alberta plants which enjoy almost 1% cent freight advantage to the 
Pacific Coast and the remaining %§ in competition with Manitoba opera- 
tors enjoying a similar freight advantage to the Eastern markets.”’ 


It is quite clear from the evidence that in supplying the deficiency areas in the 
eastern provinces and British Columbia Saskatchewan’s surplus butter normally moves 
longer distances and at higher rates than that of other surplus producers. Conse- 
quently the apex of the freight rate structure insofar as that important foodstuff is 
concerned is to be found in Saskatchewan, shifting back and forth across the province 
as the relative levels of demand vary between the eastern provinces and British 
Columbia. An examination of freight rates to the Pacific Coast and Toronto and 
Montreal contained in the respective Briefs of the Manitoba, Saskatchewan and Alberta 
Dairy Associations, taking into consideration the markets supplied by each of the 
provinces, substantiates this contention. 


Other factors, however, operate to place the dairy industry of Saskatchewan 
at a still further disadvantage in the matter of freight costs compared to other pro- 
ducers in other provinces. Butter boxes, according to the evidence, come principally 
from the province of Alberta; fuel, another important item, also comes in large meas- 
ure from Alberta; salt largely from Goderich, Ontario. Glass bottles for the distri- 
bution of fluid milk are imported from Redcliff, Alberta, while sugar, important in 
the manufacture of ice cream, is obtained from Alberta, British Columbia and Eastern 
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Canada. To the extent that these items are imported from provinces with whom 
Saskatchewan must compete, this province is at-a further competitive disadvantage. 


It is, therefore, abundantly clear that the dairy industry in Saskatchewan oper- 
ates under the greatest freight handicaps of any producing area in Canada and, con- 
sequently, that the application of a 30 per cent. increase in rates would bear most 
heavily on the industry in this province. 


The Poultry Industry 
In considering the possible effects of the proposed 30 per cent. freight rate increase 
on the. Saskatchewan poultry industry it is desirable to indicate the industry’s relative 
position in the agricultural life of the province and in the poultry production of the 
Dominion. 


Table XVIII gives the poultry population for Canada and for Saskatchewan for 
‘the, Dominion and Prairie census years over the past quarter of a century. In 1946 
Saskatchewan led the Dominion in the production of turkeys and was second only to Ontario 
in total poultry population. 


TABLE XVIII 
Numbers of Poultry in Canada and in Saskatchewan, 1921 to 1946 


CANADA SASKATCHEWAN 
Hens and Geese and All Percentage of 
| Year All Poultry Young Stock Turkeys Ducks Poultry Dominion Total 

AO Dt ny, co ctte 43,347,200 7,474,024 235,448 148,356 7,857,828 18 
ODO.) ceberseed 50,108,500 8,380,444 563 ,363 236,867 9,180,674 18 
HOB Ty res ae 65,152,600 10,660,031 624,591 230,507 oS, 129 18 
BOSONS febsccriess 59,339,400 8,862,326 587,391 185,091 9,634,808 16 
OA TAY te oct 63,470,600 9,731,038 991,731 157,982 10,880,751 ii 
ROA Otis ar. ey cea 10,599,228 596,978 136,457 ME3S.2.0030 ho Liao 


*Preliminary census figures for Saskatchewan; comparable figures for Canada not available. 


Sources: Census Reports and Monthly Bulletin of Agricultural Statistics, Dominion Bureau 
of Statistics, Ottawa. 


Saskatchewan’s production of poultry products is of great importance in Canada’s 
efforts to fill export commitments. Her interior position, however, places producers in this 
‘province at a considerable disadvantage compared with producers in the east, and conse- 
quently production is extremely sensitive to changing conditions. Eggs inspected for 
‘shipment out of Saskatchewan totalled over 20 million dozens in 1945 but declined to 
about 11 million in 1946, while poultry meat inspected for shipment amounted to about 
eight million pounds in 1945 and slightly more than seven million in 1946. 


Estimated gross cash income from the sale of poultry and eggs in Saskatchewan in 
1946 was $23 millions (as compared with about $56 millions for cattle and calves, about 
$19 millions for hogs and about $20 millions for dairy products). 

Natural and climatic conditions in Saskatchewan are, on balance, favourable to the 

development of the poultry industry with long hours of sunshine and an abundance of 

clean soil for ranging young stock. However, many lines of equipment, such as incubators, 

must be imported from Eastern Canada or the United States. Imports of such equipment 
| have not kept pace with poultry production and the backlog is now heavy. 


¢ 
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Feeding problems in Saskatchewan are by no means simple. Large producers, who 
are responsible for a great portion of the eggs and poultry meat shipped out of the 
province, use specialized chick starter, growing mash, laying mash or breeding mash, 
such as are mixed and ground by commercial feed dealers. It may be admitted that col- 
lection of the feeds by produce dealers presents less difficulty than in a province like 
British Columbia insofar as assemblage of cereal grains is concerned, but various other 
ingredients of the special poultry feeds have to be brought long distances—such as fish 
meal from British Columbia. Distribution of these feeds, essential to quality products, 
from a few distributing centres to all parts of the province also involves substantial 
additional costs for transportation. 


Eggs and poultry meat are collected in Saskatchewan from a wider production area 
than in any other province. The result is that Saskatchewan has a special problem in 
assemblage of products at car-loading points. A large number of farmers not engaged in 
the poultry business on a large scale pay disproportionately high charges on express ship- 
ments from country points to car-loading points as many shipments of eggs are made in 
lots.of 12 dozen or less but the same minimum charge applies on these small shipments 
as on lots of 30 dozen. There are not more than 24 points in the province from which 
carloads of eggs can be shipped. 


In marketing surplus eggs from farms, the poultry industry must face the fact that, 
being non-industrial, this province has no large consuming centres such as Montreal, 
Toronto or Vancouver. Vancouver does not take any Saskatchewan eggs and very little 
poultry meat with the result that most of the surplus has to be shipped east either for 
domestic consumption or for export. Saskatchewan is in competition with producers closer 
to ultimate markets whose fixed costs in freight are substantially lower with the result that 
her competitive position deteriorates sharply as prices fall. 

The Brief presented by the Saskatchewan Poultry Board at the Regina Hearings 
illustrates another aspect of the immediate problem: 

“A horizontal increase of 30 per cent. gives the impression that the extra 
revenue desired by the railways would be equitably collected from all users of the 
roads. ‘This would be the case, however, only if the various parties concerned 
started on an equal footing. We cannot admit we would be receiving equitable 
treatment when an increase of 30 per cent. to a producer at London, Ontario, We 
ships in Carload lots to Toronto would amount to only 6c per hundredweight, 
whereas the increase to a Regina producer would amount to 56 cents per hundred« 
weight.’’!1 


The Canadian export contract with Britain, calling for 83 million dozen eggs per 
year, prices and markets being guaranteed until the beginning of 1949, furnishes Canada 
with an opportunity to become firmly established in this market before competition 
increases from continental suppliers. Failure to supply more than 60 million dozen eggs 
on the British contract last year would seem to indicate that additional stimulus to increased 
production—particularly in such areas as Saskatchewan—is required. Any increase in 
freight rates would clearly operate in the opposite direction. 


11 See Brief Presented on Behalf of the Saskatchewan Poultry Board to the Board of 
Transport Commissioners (Regina, June, 1947, mimeo.) pages 8-9. 
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The Forage Crop Seed Industry 


Although production of forage crop seeds is not a major industry in terms of the 
total agricultural economy of the province, the growing of alfalfa, clovers of various 
kinds, brome grass, crested wheat grass, timothy, western rye grass, etc., for seed has 
achieved an extremely important place in the economic life of northern Saskatchewan. 
The industry is comparatively new but has shown rapid expansion and represents a success- 
ful effort to adapt agricultural production to soil and climatic conditions. 


| Most forage crop producers operate small acreages on northern bush soils for the 
‘most part unsuited to the growing of staple crops such as wheat. Such producers 
‘consequently depend on these seed crops for the greater part—and in many cases all— 
of their income. While individual acreages are small, resulting in low per capita income, 
transportation charges on the product are high, since practically all seeds take fifth class 
freight rates. Actually freight costs represent by far the largest item involved in the 
-processing, handling and marketing of these specialized crops. 


| Saskatchewan and Alberta are now recognized as the chief producers of forage crop 
‘seeds and both provinces labour under the disability of long rail hauls to their markets. 
Any increase in freight rates, already considered high, would not only seriously reduce the 
‘net income of the producer but would seriously jeopardize the building of a stabilized 
‘economy in northern Saskatchewan. Seed producers are contributing not only towards 
‘the economic development of the north but with their products make possible effective soil 
‘conservation and soil improvement programmes on grain growing land elsewhere in Canada 
and the United States and even in parts of Europe where forage crop seeds from Sask- 
atchewan are used. Thus any factor which reduces the economic well-being of the 
iproducer of forage crop seeds—as a freight rate increase most assuredly would—is a 
‘matter of concern not only to him but to the agricultural economy generally. 


Opportunities for the growing of specialized crops in the northern part of the 
‘province have contributed to the growth of population in that area. While the movement 
of specialized crops bears a heavy freight rate, a more significant factor from the stand- 
point of the railways is that this type of production supports a more permanent population 
of greater density thus promoting a larger volume of traffic of both producer and con- 
sumer goods. Should the present development be adversely affected by higher marketing 


costs the volume of both outward and inward freight would be reduced with a consequent 
reflection in railway earnings. 

| No one should be deceived by present relatively favourable prices. Prices now are 
higher than those which have ruled in the past and some recession must be expected. 
‘Although the 1946 alfalfa seed crop brought about 42 cents per pound, f.o.b. shipping 
point, the 1940 crop brought only 20 cents. Brome grass seed brought about 16 cents 
per pound f.o.b. shipping point in 1946 as against 7 or 8 cents per pound in 1942. The 
significance of freight costs, and particularly the added burden of a 30 per cent. increase 
in years of depressed prices, can readily be seen from Table XIX showing freight rates 
applicable on the main movements of seed. 
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TABLE XIX 


Examples of Present and Proposed Freight Rates on Forage Crop Seeds 
in Carload Lots 


INWARD MOVEMENT 


Present Rate Proposed Rate 
per 100 !bs. per 100 Ibs, 
; c Cs 
Meadows ale stomWihite;Woxs si 32. tee een tet eee een 51 66 
Debden sto Whitevh xin. fe a aaa cee a oe ee etre ee 39 51 
Hudson’ Bay, Junction to White Fox...) 0 Sasa ee eesect eee 60 78 
Endeavour to Whiterliok.: idiiu 4 aeee am ees) ee) Beda ee 65 85 
Unity to Moose Jaw............. 48 62 
Baldwinton to Moose Jaw 50 65 
White Foxito' Toronto 20). 1.02) ek hace ctr ee $1.68 $2.18 
White Fox to’ St.John N Bisons ire ek cs sores, Reon ee ee eee 1283 2.38 
White Fox to Buffalo, N.Y. Via Emerson, Man. 77c and $1.02 1.79 
(plusis0YZ =p 1O0sandn SID) tree ete eee ere neeen 2.02 
White Fox to Chicago, Ill. Via Emerson, Man. 77c and 79c 1.56 
(plusBOSA=S1k00 Fande7O@) ren pees ee eee eee ee 1.79 
White Fox to New York, N.Y. Via Emerson, Man. 77c and $1.21...... 1.98 
(plus 30% =$1. 00 and Si Pee aires. ee een, Reena, 8 Pps: 
Moose Jaw to Fort Wayne, Ind. Via Portal 36c and 91¢ woe: ese" 
(plus¥s0% = 4:7.Czaind 91°C) Rn heer eee tenn ce Saaees 1.38 


Source: See Brief of the Saskatchewan Forage Crop Growers’ Co-operative Marketing 
Association, Limited. 


The relationship of export markets and transportation costs was emphasized in the ~ 
Brief which the Saskatchewan Forage Crop Growers’ Co-operative Marketing Association — 
Limited presented at the Regina Hearings: : 


‘, . during the past few years, except during abnormal conditions arising from 
the war, the United States has been the chief outlet for Canadian forage crop 
seeds. In some years, especially 1939 and 1940, it was extremely difficult to sell 
seed in the United States, and it became apparent that if a more general outlet | 
for forage crop seeds was to be obtained, markets would have to be found in 
Europe. 

“These markets were obtained during the war years and should be retained, 
but it is going to be difficult to do so if any large increase in freight rates is aa 
This is apparent when we consider that from cur plant at White Fox, Sask., 
the United States border at Emerson, Man., the freight rate (5th class) is 77 sk 
per 100 pounds. If, however, we ship to Europe by way of St. John, N.B., thus — 
giving the Railway Companies the benefit of an all Canadian haul, the freight 
rate is $1.83 per 100 pounds. An increase in the freight rate of 30 per cent. . 
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would hit the producer of forage crops much harder where we ship the all 
Canadian way than by way of the United States.’’12 


| A 30 per cent. increase on the all-Canadian route rate of $1.83 would mean an 
| _ additional freight charge of 55 cents per cwt. or over % cent per pound raising the 
present rate to $2.38 per cwt. or about 2.4 cents per pound. Even at present prices this 
"represents a substantial percentage of the price which the producer receives. Under con- 
ditions likely to obtain in the future such an increased burden would certainly endanger 
the Saskatchewan seed grower’s European market, with the result that Canadian railways 
_ would face the loss of a long haul bulk movement on a substantial part of the traffic they 
now enjoy. 


Honey Production 


Honey production, like the growing of forage crop seeds, is not a major industry 
in Saskatchewan but several hundred beekeepers, operating up to 1,000 colonies each, derive 
their whole livelihood and more than 11,000 other farmers secure a portion of their income 
from the industry. Furthermore, as the Brief of the Saskatchewan Honey Producers 
Co-operative Marketing Association points out, the industry confers certain important 
collateral benefits in that “Besides their value as producers of honey, bees have an 
-important role as pollinating agents. Abundance of bees is necessary to secure a full 
set of clover and alfalfa seed.”!3 Thus, incidentally, bees are of great importance to the 
forage crop seeds industry. 


Even the present freight rate structure bears with particular severity on the honey 
producers of Saskatchewan and should an increase be granted in the manner and amount 
requested by the railways the resulting charges would, according to the most responsible 
-and expert testimony, constitute an “intolerable burden.” Evidence in support of these 
contentions was presented to the Board by the Honey Producers’ Association at the Regina 
_ Hearings. 


Honey production is subject to wide seasonal variations, being extremely sensitive 
to weather and crop conditions in the clover and alfalfa districts. For example, in the 
disastrous crop year, 1937, Saskatchewan produced only 1,142,000 pounds of honey, while 
in the following year, with about the same number of colonies, production more than 
doubled, amounting to 2,794,000 pounds. ‘The peak year in production came in 1945 
with 7,328, 000 pounds but in 1946 output dropped to 3,953,000 pounds. 


22 See Submission by Saskatchewan Forage Crop Growers’ Co-operative Marketing 
_ Association Limited to the Board of Transport Commissioners for Canada (Prince Albert, 
_ June, 1947, mimeo.) pages 3 and 4. 


13See Submission of the Saskatchewan Honey Producers’ Co-operative Marketing 
Association Limited to the Board of Transport Commissioners (Fort Qu’Appelle, June, 
1947, mimeo.) page 2. 
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TABLE XxX 


Honey Production Canada and Saskatchewan, Prices and Value of Saskatchewan 
Honey Crop and Number of Beekeepers, 1926-1946 


CANADA SASKATCHEWAN 
Per cent 

of Dominion Number of 

Y ear Production Production Total Price Value Beekeepers 
000 Ib. 000 lb. ‘ Cc ($000) 

197 6a ae 19,526 170 9 22 38 870 
193) eee 31,324 610 1.9 12 73 1,470 
1936.2 eee 37,995 2,636 6.9 10 264 3,000 
19041 shinee ey, 33,221 2,966 8.9 a) 348 4,820 
1940 See 28,049 4,947 17.6 12 620 5,760 
194.3 eee coe 39,492 5,365 13.6 15 815 7,250 
104 Fe ame 36,264 4,376 WO oi 16 700 9,920 
1945 Aen 33,020 7,328 DI 17 1253 11,390 
1 OA Oi ot sees 23,975 3,953 16.5 18 ( 12,020 


Source: Quarterly Bulletin of Agricultural Statistics (Dominion Bureau of Statistics, 
Ottawa). 


Variations in production, however, have not provided the only problem with which 
the industry must contend. Prices tend to go in cycles. For a long period prior to 1943 
honey prices were low (see Table XX), never going above 12 cents and falling as low 
as 8 cents per pound. The problems of producers were further aggravated by the fact 
that low prices and low production frequently coincided. 


It is clear that the relatively favourable showing of the honey producing industry 
in the past few years is, in large measure, the result of the world shortage of sugar. 
How much of the improvement can be maintained under normal peacetime conditions 
is difficult to say. Evidence given by the Honey Producers clearly indicated the implica- 
tions of the proposed freight rate increase are serious in the extreme: 


“Members received 15.15 cents per pound for their 1946 honey from the 
Co-operative. The present freight charges on each pound of honey in 
percentages of the price members received are as follows: 


On honey shipped to: Saskatoon... 6.2% of members’ receipts. 
REGINA ok ahaa hei pe a. 3 
IV ANCOUVET. sictecn 14.0% “ v + 
Montreal oes 16.2% “ fa iw 


A 30% increase in rail rates would raise these percentages as follows: 


On honey shipped to: Saskatoon... 8.6% of members’ receipts. 
Reena tsi tt 92% «“ “ 
Vancouver .....n 18.2% “ « « 


Montreal ee. see 21.0% “ ‘ de 
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“Honey is currently selling far above its normal price... and is expected 
to return to prewar prices fairly soon. If this is the case, members are unlikely 
to average better than 9c or 10c per pound for their honey during the next 
ten years. If the Co-operative members receive 10c for their honey, freight 
charges at a 30% increase on present rates would then constitute the follow- 
ing percentages of members’ receipts for their honey: 


On honey shipped to: Saskatoon ............. 12.2% of members’ receipts. 
BETA Scone crsaste teat 14.0% “ i = 
IN AMCOUVET nce 25500 i S 
UCPEr eT cece! 3199 : ie ai 


It may be noted that, expressed as a percentage of the price received by producers 
under present rates and 1946 prices, freight on honey shipped to Montreal is 16.2 per cent. 
If a 30 per cent. increase were granted and, as has been forecast, the price should fall again 
to 10 cents this percentage would increase to 31.9 per cent. The relative burden repre- 
sented by freight rates would be practically doubled. 


Shipping costs enter into the honey industry at every stage. Wiintering of bees is 
for the most part impractical in Saskatchewan with the result that Saskatchewan bee- 
keepers imported over 60,000 packages of bees in 1946 from Alabama, Mississippi and 
California on which shipping charges varied from 15 to 40 per cent. of the total cost. 
The equipment used by Saskatchewan beekeepers comes mostly from outside the province, 
largely from Ontario or from British Columbia. Containers provide a case in point. 
These are manufactured in Hamilton and Montreal with inward freight from Montreal to 
Tisdale amounting to 29 cents per pound capacity or more than one-quarter of a cent per 
pound of honey. 


The Brief of the United Farmers of Canada (Saskatchewan Section) referred to 
Mr. D. C. Coleman’s statement in Saint John, New Brunswick, on November 26, 1946, 
that “the other principle laid down in British rate-making is that any producing or trading 
centre is entitled to the advantages of its geographical location and its proximity to markets, 
but that railway rates cannot fairly be adjusted to relieve such a centre of its geographical 
disadvantages.”15 If this is a valid argument in support of the freight rate structure 
as such, the position of the honey producer in Saskatchewan offers an interesting commen- 
tary on its application in Canada. Saskatchewan honey, packed at Tisdale, must compete 
'in eastern markets mainly with honey produced in Manitoba and Ontario. Obviously the 
chief competition in the Ontario market is from the Honey Producers Co-operative at 
_ Toronto, and in the Manitoba market from the Manitoba Co-operative Honey Producers 
at Winnipeg. The competitive position of Saskatchewan producers in their own province 
is not good for although lower rates exist from Tisdale to all Saskatchewan points than 
from Toronto, the Manitoba Co-operative has lower rates to many southern Saskatchewan 
points. Vancouver is the logical market for honey from Saskatchewan and Alberta but, 
_ owing to preferential freight rates enjoyed by Manitoba and even more conspicuously by 


14 Honey Producers, of. cit. 


| 15 See Submission of United Farmers of Canada (Saskatchewan Section) to the Board of 
Transport Commissioners for Canada (Saskatoon, June, 1947, mimeo.) page Z. 
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Ontario, Saskatchewan producers are unable to benefit from their geographical proximity in 
relation to the Vancouver market. Alberta is also a substantial producer of honey, 
sending her surplus to her natural market, Vancouver. 


On the Montreal market, taking one-quarter of the Saskatchewan honey crop, 
Saskatchewan must compete with Ontario honey moving to Montreal from Toronto at 
41.5 cents per cwt. compared with $1.64 per cwt. from Tisdale. This is a natural result of 
Saskatchewan’s geographical disadvantage on the eastern market. To be consistent then, 
this province should be entitled to her geographical proximity to the Vancouver market 
which takes one-third of the crop, but this advantage is denied in that the freight rate 
from ‘Tisdale to Vancouver, a distance of 1,300 miles, is as high ($1.35 per cwt. 50,000 
lb. car) as the rate from Winnipeg or from Toronto, the latter being 2,700 miles from 
Vancouver. On the other hand, the freight rate from Lethbridge to Vancouver is 98 
cents per cwt. in a 40,000 Ib. car and $1.12 in a 24,000 lb. car; the rate from Edmonton 
to Vancouver is also $1.12 per cwt. in a 24,000 Ib. car. 


In terms of effective rates paid to move her surplus honey to the consuming centres, 
therefore, it will be observed that Saskatchewan is required to pay the highest transporta- 
tion charges of any competing province having regard to the distances involved and the 
direction in which surplus honey actually moves. 


It should be noted that prior to the war Saskatchewan honey enjoyed a good export 
market in England and honey producers made speCial efforts to cultivate that market by 
producing a particularly high quality product. Saskatchewan’s geographical handicap in 
the English market was overcome by the care exercised in producing and grading honey to 
a high standard. The Saskatchewan honey industry entertains hopes of re-entering this 
market. It is, however, hardly likely that the English importer even when permitted to 
purchase honey again will be in a position to absorb any additional freight burdens which ~ 
may be imposed and consequently the Saskatchewan producer, far removed from the 
market, would be faced with the alternative of absorbing the increased freight, or losing 
the market which his efforts built up for him. A 30 per cent. increase in rates might well 
mean the permanent loss of the English market for his product. 
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B. THE NON-AGRICULTURAL ECONOMY. 
Manufacturing 


The average contribution of Saskatchewan to the total gross value of manufacturing 
production of the Dominion over the past twenty years has been rather less than 2 per 
cent. (see Table XXI). In 1945 (the latest year for which figures are available) the 
gross value of manufactured goods in Saskatchewan was approximately $168 millions 
compared with $248 millions, or slightly over 3 per cent. of the national total, for Alberta 
and $340 millions, or approximately 4 per cent. of the national total, for Manitoba. 


TABLE XXI 


Gross a of Manufacturing Production, Canada and 
Saskatchewan, 1925-1945 


Year Canada Saskatchewan 
2 ei ee ee ee Se tae ass $2,816,864,958 $ '36,/53,7 be 
TS (ae ements «tree mesrrimar seh etic 3,280,236,603 56,806,380 
OES agit adh I oats ie: Ameen Ole Oe 2,653,911 ,209 42,031,223 
he ee Pee ee CI EE 28) ATES ue 3,474,783,528 60,650,589 
A ede pi ccctao thcnfacks gis 4,529,173,316 76,284,332 
Or meee a he el Saal oe 6,076,308, 124 96,020,975 
OZ tt re he aN SLR 7 553,794,972 120,256,733 
SAIS S tice. Denes Ook Raed knees ee 8,732,860,999 152,123 360 
TAGES ve Give debe e/a ea eke) Rr oe 9,073 692,519 175,349 234 
OTE an ik a oh RM byl Una a 8,250,368,866 167,688,133 


| SourcEs: Canada Year Book and, for 1945, correspondence with Dominion Statistician, 
August, 1947, 


| Table XXII gives the principal statistics, including the gross values of production, of 
_ the leading industries of the manufacturing group in Saskatchewan for 1944. It will be 
noted that the three most important industries—accounting for well over one-half of the 
_ total gross value of all manufactures—are concerned with the processing of primary agri- 
cultural products. The next largest industry, refining of petroleum products, is also closely 
related to a mechanized prairie agriculture creating heavy demands for petroleum products 
of all kinds. The remaining industries merely represent the processing or manufacturing 
of natural products on a necessarily small scale (as in the case of sawmills) or servicing 
enterprises (such as bakeries and printing and publishing enterprises) to supply in whole 
or in part strictly local requirements. ‘The only significant “manufactured” items moving 
_ out of Saskatchewan are processed agricultural products, and it is clear that Saskatchewan 
did not share, in any measurable degree, in the wartime expansion in heavy industry. 
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TABLE XXII 


Manufacturing Industries of the Province of Saskatchewan, 1944 


. Net Gross 
EstTabs- Toray TOTAL Cost oF VALUE OF VALUE OF 
LISH- Emp.Loy- SALARIES MATERIALS PRoODUC- Propuc- 
INDUSTRY MENTS EES & WacEs UseEpD TION TION 
No. Oo $ $ 
1. Slaughtering and meat : 
DAGkin oem tena wc 8 2,239 3,545,850 42,257,684 8,797,180 51,312,961 
2. Flour and feed mills............ 45 697 1,104,015 22,157,588 2,343,586 24,831,897 
3. Butter and cheese................ aa 1,457 1,851,787 15,864,578 AOA ITE IAW BYERS IE 
4, Petroleum products.............. a 649 1,259,106 15,387,991 3,472,402 19,824,611 © 
Bb Sa want Si eee merretas te ten eee 506 1,848 1,252,670 2,434,429 2,994,874 5 Ou Sue 
6. Foods, miscellaneous............ 6 Doi 244,931 4,235,958 1,068,135 5,327,444 
7. Bread and other bakery 
BY ROLO NOK COS, ck vo ndoocsingbeooncebnones 91 822 982,555 2,210,509 1,986,649 4,325,233 
8. Breweries tei cece. 5 246 451,037 617,597 2,717,288 3,421,397 
9. Printing and publishing ...... 15 793 1,256,599 S323 DS SoH 2,764,542 — 
10. Feeds, stock and poultry .... 8 96 162,318 1e53Se/57 261,971 1,819,434 
11. Aerated and mineral | 
WATEES sn ee eee See 20 164 253,106 499,852 725,161 1,261,912 
12. All other leading indus- 
CIES Tune a ee eee: 3 1,549 3,172,829 20,389,211 5,777,294 26,972,346 
Total, Leading industries............ 882 10,787 15,536,803 128,121,891 36,537,298 167,776,320 
‘otal wAiMindustresues see 1,054 12,361 17,703,103 131,215,017 40,833,333 175,349,234 


*Includes: Bags, cotton and jute, smelting, aircraft and iron and steel products, n.e.s. 


Sources: Manufacturing Industries of the Prairie Provinces, 1944 (Ottawa, Dominion 
Bureau of Statistics, 1946). 


The past two or three years have witnessed several attempts to broaden the base of 
industry in the province. This has been reflected in the establishment of a woollen fac- 
tory, a natural sodium products plant, a plant for processing vegetable oils, a chemurgy 
plant and a number of local industrial concerns. To such plants in the embryo stage, where 
costs are naturally high in proportion to returns, a 30 per cent. increase in freight rates 
would be especially onerous, and their chances of survival would be seriously threatened. 


An important addition to the Saskatchewan slaughtering and meat packing industry 
has been made by the Horse Co-operative Marketing Association at Swift Current which 
obtained a contract to’supply processed meat to the Belgian government in 1945. Since 
then large contracts have been filled for U.N.R.R.A. This project has been of economic 
value to Canada as a whole; it has been an instrument in assisting European rehabilitation ; 
and it has permitted the use of surplus horses and the establishment of a sound land use 
policy in south-western Saskatchewan. An increase of 30 per cent. in freight rates would 
be a serious blow at this time when inward transportation costs of the plant are naturally 
bound to increase as the source of supply recedes farther from Swift Current and as the 
Co-operative faces the competition—both for horses and for markets—of a number of 
similar plants in the United States. 


eee tee at ee ee 


| 
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Mining 


The very substantial development of the mining industry in Saskatchewan since 1930 
is indicated in Table XXIII, showing the gross annual value of mineral production in 
Canada by provinces at five year intervals since 1930. Any increase in freight rates might 
reasonably be expected, as a minimum, to check any further expansion in the industry in 
this province since the increased costs of mine machinery and of materials used in 
processing would inhibit new ventures. 


TABLE XXIII 


Gross Value of Mineral Production in Canada by Provinces, 
1930, 1935, 1940 and 1945 


| PROVINCE 1930 1935 : 1940 1945 


BN OVE) SCOUA piu Bie ccchossesschhoves $ 27,019,367 GS DS NS) DES $ 33,318,587 $ 32,220,659 
Neva Brunswick... 2,383,571 2,821,027 3,435,916 4,182,100 
Ouebee Se eeel na eee ARE Se 22, Olin 39,124,696 86,313,491 91,518,120 
Ontario ee ere ee 113,530,976 158,934,269 261,483,349 216,541,856 
Manitoba. oacentat. 5,453,182 D2 OS2e4asei 17,828,522 14,429,423 
Sackacneuailer. sae aces 2,368,612 3,816,943 11,505,858 22,336,074 
PAI Detar pee emacs ener ae 30,427,742 22,289,681 35,092,337 Sil OS Bae 
British’ Columbias- eee 54,953,320 48,692,050 74,134,485 64,063,842 
Want oral Cie INT AWW sib sandannoanenoee Dey) ersten 1,430,246 6,712,490 1,709,870 
Gamadaue wes her ene $ 279,873,578 $ 312,344,457 $ 529,825,035 $ 498,755,181 


*—_Yukon production only. 


Source: Canada Year Book, and Preliminary Report on the Mineral Production of Canada, 
1946 (Dominion Bureau of Statistics, Ottawa). 


Metallic minerals produced in Saskatchewan include gold, silver, copper, zinc, 
cadmium and selenium. ‘The principal effects of increased freight rates would be felt on 
refined copper and zinc, which in 1946 were produced in quantities of 61 million and 
70.5 million pounds respectively. Apart from coal, the most important non-metallic min- 
eral produced in Saskatchewan is sodium sulphate, which must be transported to distant 
markets and which will eventually be in competition with the product of European suppliers. 
Even at present prices, freight charges represent upwards of 50 per cent. of the laid-down 
cost of this product and any increase in freight rates would seriously affect the competitive 
position of Saskatchewan producers. 


The increase in freight rates on coal requested in the present application of the railways 
would be particularly burdensome to Saskatchewan’s lignite coal industry, the rapid devel- 
opment of which is indicated in Table XXIV. 
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TABLE XXIV 


Production of Lignite Coal in Saskatchewan, 1925, 1930, 
1935 and 1940 to 1946 Inclusive 


Year Short Tons 
1975 wee adel ae eas ee 471,965 
1930... ben Pe eel one 579,424 
1938 ee al coh ek Oe ee 921,785 
TAG. nee as aN Res eee ep ee 1,097,517 
194 [rahe ln, Ca Oy ee omen or 1,322,763 
194260) PRO a CR aN 1,301,116 
1943 oe eee 8 hc Pe ea a 1,665,972 
TO4A RR £1) CMO Ee Pee hein 1,372,766 
1945 kat ee ee eee 1,532,995 
POAC eek oh eh! cele ae a eas A 1,508,309 


Sources: Canada Year Book and Prelimimary Report on the Mineral Production of 
Canada, 1946. (Ottawa, Dominion Bureau of Statistics, 1947). 


Freight charges weigh heavily on the Saskatchewan coal mining industry owing to the 
low unit value of the coal. The Brief of the Saskatchewan Coal Mine Operators'é 
presented at the Regina Hearings points out that two tons of Saskatchewan lignite are 
required to equal the heating value of one ton of Grade 1 Alberta or British Columbia 
bituminous coal (see Table XXV). 


TABLE XXV 
Average Heat Values of Alberta and British Columbia Coals 


Compared With Saskatchewan Lignite 

Rough Average B.T.U. Heat Ratio of Alta.-B.C., 
Alberta & B.C. Coals: Values per Ib. Coals to Sask. Lignite 
Bituminous wWarade vib eee eno ae 140000) ene SM oh elec ark, lnZ 
Batumimous (Grade) 2..en aetna clean 1 OOO) oe es ieee 1085 
Bitumimotis Grades Gu ae eee BL SOU eo ne eee Weare teas ay 1: 1.64 
Seba DituminOus:+.2.000. tees eae come AR C751 EERE aR Idee” mnie epee AT e153 
AG Tes sinc pentane Mane Mmm een MMe Ah kal al as SS A) Dope seeet  el lapill Sod Lh 2o 
Saskatcnewan, [Agnes 2 he tee. akomesoe 7,000 


Source: See Coal Statistics of Canada, 1942 (Ottawa, Dominion Bureau of Statistics, 
1944) p. 27. 


The proposed increase in freight rates, which on most of the coal produced from 
Saskatchewan nuines would amount to 40 cents a ton, would be disproportionately heavy 
as compared to Alberta coal which could come very much longer distances to Saskatchewan 


16 See Brief of the Saskatchewan Coal Mine Operators on Application of Railway Associa- 
tion of Canada for Increases in Freight Rates to the Board of Transport Commissioners 
for Canada Presented During Sittings of the Board on June 9, 10, 11, 1947, at Regina, 
Saskatchewan (Estevan, June, 1947, mimeo.). 


— 
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at the same flat increase of 40 cents a ton. ‘This flat increase would disturb the factors 
governing the present competitive position of Saskatchewan coal with Alberta coal with 
the result that the area now served by Saskatchewan coal would necessarily be contracted. 


Electric Power - 


Industrial and domestic consumers of electric power in Saskatchewan are in a 
uniquely vulnerable position in the event of a freight rate increase, since Saskatchewan 
is the only province which is forced to depend entirely on coal plants for the generation 
of electric power (see Table XXVI). Every other province is able to produce electricity 
through water power while in certain parts of Canada, such as southern Alberta, natural 
gas provides a relatively inexpensive substitute for electricity for heating and lighting pur- 
poses. Generation of electricity from coal is normally a much more expensive process 
than the utilization of water power but in Saskatchewan sources of water power are 
scattered and remote. Transmission of electric power for country use in the province 
presents formidable difficulties on account of the great distances between producing plants 
and the small number of available customers per pole-mile of line. In the Homemakers’ 
Brief presented at the Regina Hearings it was pointed out that in 1941 only one farm 
home in Saskatchewan out of eighteen had electricity and this figure would include small 
individual generating plants. 


TABLE XXVI 


Electric Energy Generated by Type of Station and by Provinces, 1945 


GENERATED BY 


PROVINCE OR TERRITORY WatER PowER THERMAL ENGINES Tora, 
7000 kwh. 7000 kwh. 7000 kwh. 
Prince Bdward. Island. -.cs.cccsccecasssssscscounsnoess 470 16,283 16,753 
INOW GOCO Lid eRItee ome ee heme cr ners c-e 357,290 243,139 600,429 
News Birtmiswicke see tee ee tee renner ee eee 472,790 125,909 598,699 
Ourebee ge eae oy, eon, mesons deseer ack 22,219,679 15333 27227012 
Ontaniou ee te Dia ica soit a AN ore 10,733,989 Delors 10,736,742 
IVER TTI bare nee eee ceo othe cote eon cemmeuseonece 2,280,969 2,820 2,283,789 
Saskatchewan. sate trnsesccen map anatornans nil 249,518 249,518 
PN beral ites eee teaser ie eee reece et 305,047 261,698 566,745 
British Columbia and Yukon................. 2,760,786 89,581 2,850,367 
DDOTAT SH aot ec cheo at teed auth neta, 3 39,131,020 999,034 40,130,054 


Source: Dominion Bureau of Statistics (by correspondence with the Dominion Statistician, 
August, 1947). 


Since the source of Saskatchewan electricity is coal, the cost of transportation of 
coal from mines near the United States border in the south of the province or from 
Alberta to the various plants is of prime importance in the cost of generating electricity. 
Any increase in freight rates would necessarily increase that cost, imposing added operating 
costs on all industries using electric power, discouraging industrial expansion, and increas- 
ing the cost of living to every domestic consumer in the urban centres of the province. 
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Construction 
Reference is made elsewhere in this Submission to the acute need for housing in 
Saskatchewan as the natural aftermath of long years of drought and depression. Economic 
recovery in the later years of the war coincided with acute shortages of lumber, other 


construction materials and labour with the result that construction in all fields lagged behind 
more industrialized provinces producing war goods (see Table XXVII). 


TABLE XXVII 


Value of Construction Contracts Awarded in Canada, 
by Provinces, 1943 to 1946 


VALUE OF CONSTRUCTION CONTRACTS 


PROVINCE 1943 1944 1945 1946 

iPrincesdwardiisland! case $ 719,300 $ 657,900 $ 904,900 $ 650,200 
INVA SCO are re oh MEER. eee: A cee 7,535,500 9,157,200 14,681,900 13,489,400 
INiGane LEYTON fey ea ee 6,620,600 9,898,000 10,720,000 26,698,500 
Dire DE Cee ees ree) on cone ae eeteete 61,816,700 89,884,800 121,943,400 226,809,500 
Ontarior es 6 oo ee ee eee 83,025,300 111,741,800 151,856,000 252,787,400 
Manito ba tek ose ates cae hee 10,083,900 12,906,400 22,228,700 25,741,500 
Saskatchewan: pees ceecrets a3. cae 3,970,000 5,677,600 15,986,100 19,497,500 
DID ELLA daa c noaelhen ee mene ren aoe terete 18,529,300 19,501,900 32,677,800 38,971,900 
British Columbia ee 13,803,300 32,536,200 38,033,900 58,709,200 
GRANDER ODA S Meteo eee . 206,103,900 291,961,800 409,032,700 663,355,100 


Source: Dominion Bureau of Statistics (by correspondence with the Dominion Statistician, 
August, 1947). 


In view of the existing backlog a 30 per cent. increase in freight rates would have 
a relatively greater impact on Saskatchewan citizens than on those of most other provinces 
—particularly since, as is shown in the next section, a very large proportion of lumber and_ 
other building materials have to be imported from other provinces. 


Forestry 


The forest area of Saskatchewan is limited almost entirely to the northern portion 
of the province. The plains area is virtually devoid of forest cover with the result that 
all lumber and practically all other wood and wood products must be brought in from 
northern Saskatchewan, British Columbia or elsewhere. Even fuel for firewood is 
almost completely lacking on the prairie plains and in view of the severe winters cordwood 
and other firewood move in vast quantities and over comparatively long distances (in 1946 
there were net imports of this item in excess of 10,000 tons) thereby providing substantial 
rail traffic. Other forest products used or produced in Saskatchewan and of great signifi- 
cance to the railways in terms of freight tonnage include lumber, box, crate and cooperage 
material, logs, posts, poles and piling. Table XXVIII giving loadings and unloadings of 
forest products at stations in Saskatchewan in 1946, indicates the heavy deficiency of lumber 
for building in Saskatchewan which can be overcome only by large imports—chiefly from 
British Columbia. 
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TABLE XXVIII 


Forest Products Loaded and Unloaded at Stations in Saskatchewan, 1946 
Loaded Unloaded 


(tons) (tons) 
TL Ges Os0d) Paleompiling fens yr. cette ate cain tue Riealhiae 31,483 42,281 
COG Gndipa 1G VOL Ve Ret L WOO eee cart cele cc esteder aaa oclerees en TSiotanntlloetigoce’y 128,707 138,942 
TP Tey, eee ee Lona NE ree Pee LIGA a te Guile shone cctirdgMtnsennnies ay 830 
DBD COTOG We ac a SE LE a IR A 142,026 635 
Lumber, timber, box, crate and cooperage materials ricco 111,783 215,260 
ORers Grose, Produ Clow teeter es ie te Nt BAS bien aren occ dott 9844 16,593 


Source: Summary of Monthly Railway Traffic Reports for year ended December 31, 
. 1946. (Ottawa, Dominion Bureau of Statistics, 1947). 


Saskatchewan’s principal forest product for export outside the province is pulpwood. 
Rail loadings and unloadings of pulpwood at stations in Saskatchewan in 1946 were 
142,026 tons and 635 tons respectively—indicating an important net export movement. 


The proposed increase in freight rates holds extremely serious implications 
for the pulpwood industry of this province.The price which any paper company can afford 
to pay for pulpwood f.o.b. its mill depends primarily on the sales price of newsprint. 
Transportation costs on Saskatchewan pulpwood moving to Manitoba, Eastern Canadian 
and U.S. mills are necessarily high because of the distances involved. Consequently, 
Saskatchewan pulpwood is already a high-cost product with the result that any increase 
in freight rates must inevitably be reflected in a sharp reduction in purchases of pulpwood 
from this province by the paper companies unless the producers absorb the increase. 


Fishing 
Commercial fishing is one of a number of relatively small industries carried on in 
the northern portion of the province which contribute in an important degree to diversifi- 
cation of the Saskatchewan economy, and provide a livelihood for a substantial section of 
the population of the north. ‘The Provincial Government has actively fostered development 
of these fisheries through the promotion of markets and through improving the quality of 
the product thus bringing a measure of stability to this industry. 


Great distances, however, separate the producing lakes from the main centres of 
consumption. It has been estimated that in recent years from 85 to 90 per cent. of the 
catch has been exported to the United States, heavy shipments being made to Chicago, 
Detroit, and New York. 


In view of the fact that the greater portion of fresh fish from Saskatchewan is 
shipped express either by carload or in less-than-carload lots in refrigerated cars it is 
difficult to measure the increased burden the industry would be forced to assume should 
the present applications be granted. Frozen fish is largely shipped by freight under refrig- 
erated conditions. ‘The significance of shipping charges in marketing the Saskatchewan 
catch is seen when total value of production is compared to the total freight and express 
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charges. ‘The Saskatchewan catch in 1945 (the latest year for which figures are available) 
was estimated by the Dominion Bureau of Statistics at 100,215 cwt. with a landed value 
of $881,558. ‘The Fish Board, a division of the crown corporation known as the Sask- 
atchewan Lake and Forest Products Corporation, estimates the total charges for shipping 
at $150,000 annually. . 


As previously indicated, it is impossible to estimate the total dollars-and-cents 
burden which would be added if the present applications were to be granted but any 
increase at all in fixed charges as high as those presently represented by transportation 
would have serious implications for the fishing industry and might make it impossible to 
maintain Saskatchewan’s competitive position in the more distant markets. Should this 
occur production would undoubtedly be curtailed and some of the lakes closed for com- 
mercial fishing with consequent loss of earnings to those now depending on the industry 
for their livelihood. 


C. DISTRIBUTION AND CONSUMPTION 


Special mention is necessary in the case of Saskatchewan of the problems of dis- 
tribution and consumption since practically all manufactured goods such as furniture, 
clothing, hardware, automobiles, motor trucks, tractors and farm implements must be 
brought into Saskatchewan by rail from Eastern Canada or other distant sources of supply 
and a substantial volume of foods including canned goods, fresh fruit and vegetables, 
sugar and salt must be brought in from Ontario, British Columbia, Manitoba or Alberta. 
Furthermore large quantities of heavy bulk freight, of which coal is probably the most 
significant, must be brought into the province by rail. The increased cost of goods to 
the consumer resulting from the proposed freight rate increase would not, however, be 
confined in most instances to the actual increase in freight since in the distributive trades, 
at both wholesale and retail levels, the application of percentage mark-ups, based on the 
laid-down cost of a commodity, is normal business practice, recognized by government 
agencies such as the Wartime Prices and Trade Board. 


While it may be argued that the added cost to the consumer resulting from a 
mark-up on freight should not be attributed directly to the railways, it would be, never- 
theless, an inescapable result of any increase in freight rates. ‘The reasons for this are 
quite clear. Mark-up merely represents the cost of doing business—including a normal 
return on investment. It must cover rent of the business premises (or, alternatively, 
carrying charges, depreciation and taxes), fuel and power, salaries and wages, office sup- 
plies, the purchase, operation and maintenance of expendable items such as trucks and 
automobiles, insurance on plant, equipment and stock, provision for bad debts and declines 
in value of commodities handled, transportation charges on fuel and all other items enter- 
ing into business costs in addition to stock, ancillary charges such as loading and unloading, 
demurrage, and many others. When costs are increased for any reason, investment in 
goods is increased with consequent increased interest and carrying charges and increased 
insurance charges on stock—or greater financial loss if damage should occur. Further, if 
the costs increased are freight charges, these would also be reflected immediately and 
directly in the higher cost of practically all physical equipment and supplies—such as 


93 


motor trucks for delivery purposes and coal for fuel, each representing a substantial 
proportion of operating costs—required for the carrying on of a retail or wholesale 
business. 


Witnesses for the distributive trades, private and cO-operative, were examined at 
length on this matter. In the first place there appeared to be at times complete confusion 
as to the purpose and import of regular wholesalers’ and retailers’ “mark-ups.” Railway 
Counsel appeared to be under a misconception in at least one question put to the witness 
for the Saskatchewan Federated Co-operatives Limited, appearing at page 7210 of the 
official record: 


Q.—And therefore if, on your books, you are showing a 15 per cent. 
write-up on something and have collected it, or if you have collected it, then 
you distribute that back again to those members? 


The answer of the witness corrected the implication thus: 


A.—Well, if you mean this, if we have a mark-up of 15 per cent. and 
‘our cost of doing business is 10, then we have a return of 5 per cent., that 
is right. 


In other words the witness stated the obvious fact that “write-up” or “mark-up” represents 
the cost of doing business plus a reasonable return on capital investment. 


Secondly, counsel for the Railway Association sought to suggest that distributors, 
wholesale and retail, might lighten the load of freight charges on their customers by 
absorbing in whole or in part the added burden of a freight rate increase, pointing to 
what appeared on the surface to be substantial percentage mark-ups on laid-down cost, 
including freight, on some items. As pointed out in evidence, the percentage mark-up 
varies depending on many factors such as rapidity of turn-over and perishability of the 
product. 


The suggestion, also made, that to apply the standard rate of mark-up to the 
proposed increase in freight rates increases the margin of profit—‘the more the freight, 
the greater the profit”—is completely erroneous and misleading. The idea that additional 
freight charges on items handled could be absorbed (or mark-up not applied on the 
increased cost) is equally invalid and its impossibility can easily be demonstrated by 
considering what the distributor would be asked to do under such circumstances. Should 
the distributor pay, in whole or in part, the increased freight on the commodities he 
handles, or should he refrain from applying the standard mark-up to it he would 
immediately reduce his operating margin by the amount of the freight increase so absorbed. 
Without any compensating increase in his total mark-up to provide the margin for taking 
care of it, he would in addition be required to pay increased freight charges on coal or oil 
for heating his premises, on materials used in maintaining them, on stationery and office 
supplies, on warehouse equipment, motor trucks, etc. [The evidence of Bowman Brothers 
Limited'7 at the Regina Hearings expressed the situation in respect to transportation 
costs thus: “Freight and express charges are . . . a substantial part of the cost of our 


17 See Brief Presented by Bowman Brothers to the Board of Transport Commissioners 
(Saskatoon, June, 1947, mimeo.). 
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doing business in this province.” In addition, to the extent that consumer purchases 
would be reduced by the higher cost of goods, the distributor’s volume of business also 
would decline and impose a further burden on his ability to continue to perform his impor- 
tant function in the economy. It has been categorically stated by many responsible 
witnesses with intimate knowledge of their businesses, that the distributive trades could 
not absorb any further increase in the cost of doing business. It would have to be passed 
on to the consumer. 


Railway counsel have endeavoured to minimize the burden of an increase in freight 
rates on consumers and producers by two devices (1) by emphasizing what appear to be 
small increases on individual items and (2) by suggesting that such increases spread over 
the useful life of the article represent an insignificant annual charge. These arguments 
may be answered very briefly. 


The individual consumer necessarily buys his requirements in relatively small quan- 
tities. Even though the increased cost resulting from the proposed higher freight rates 
may appear small on a single article considered by itself, the aggregate increase on the 
many hundreds of individual purchases made by one consumer in the course of a year 
would represent a very material increase in his cost of living. 


From the standpoint of the farmer increased freight rates would, if granted, be a 
threefold burden in terms of (a) reduced returns on products which must move by rail 
to outside markets, (b) increased costs of producer goods, machinery, fuel, building 
materials, etc., virtually all of which must be imported by rail, and (c) increased costs 
of consumer goods which he must purchase. ‘The decreased return from the sale of 
produce and the increase in cost of producer and consumer goods would be substantial 
even when considered individually and particularly so in the cumulative total. It should 
be clearly understood that a heavy annual demand for durable goods exists and merely 
to spread the increased cost by a mathematical calculation over the life of an individual 
item gives a completely erroneous picture of the problem which faces those called upon to 
pay such increase since that is not the manner in which purchasers of durable goods are 
called up to pay for them. 


The Briefs submitted by representative women’s organizations at the Regina Hearings 
of the Board demonstrates the lively apprehension of consumers at the prospect of any 
increase in freight rates.18@ The representations of consumer organizations were 
reinforced by the factual evidence of wholesale and retail trade associations.19 Thus 


18 See Submission by the Saskatchewan Homemakers’ Clubs to the Board of Transport 
Commissioners (Regina, June 1947, mimeo.) and Brief Presented on Behalf of the Local 
Council of Women, Regina, Saskatchewan, to the Board of Transport Commissioners 
(Regina, June, 1947, mimeo.). 


19 See Submission of the Wholesale Committee of the Regina Chamber of Commerce to 
the Board of Transport Commissioners, Regina Hearings (Regina, June, 1947, mimeo.) 
Brief Presented by the Saskatoon Wholesalers’ Association to the Board of Transport 
Commissioners (Regina, June, 1947, mimeo.) ; Brief Submitted on Behalf of the Retail 
Merchants’ Association of Canada Inc., Saskatchewan Branch (Saskatoon, June, 1947, 
mimeo.) ; Brief Presented by Saskatchewan Federated Co-operatives Limited to Board of 
Transport Commissioners for Canada, Regina Hearings (Regina, June, 1947, mimeo.). 
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the wholesalers showed what the effect of the proposed freight rate increase would be on 
prices of fresh fruit, jam, tomatoes, salt and other items; the retailers discussed the 
increased burden on a wide variety of food items; the Homemakers dealt with increases 
) on canned goods and fresh fruit while the Local Council of Women stressed the effect 
the proposed increase might be expected to have on nutrition and nutritional standards in 
Saskatchewan especially taking into consideration such essential foods as green vegetables. 
and fresh fruits on which hauls are long and freight charges already high. 


The effects of the proposed freight increase on furniture prices in Saskatchewan 
were also discussed by more than one group since lon® transportation hauls are involved 
—points of origin cited in the Briefs being Kitchener, Owen Sound and Stratford in 
Ontario and Lotbiniere and Montreal in Quebec. 


Other items of everyday use singled out for special reference included clothing, boots 
and shoes, and bedding—the Homemakers pointing out the concentration of these industries 
iff Ontario and Quebec and showing again that prairie families would be most severely 
affected. 


The existing backlog and the effect of a thirty per cent. freight increase on auto- 
mobiles and trucks was discussed by the Saskatchewan Motor Dealers. It was emphasized 
that motor vehicles are an essential part of a mechanized agricultural economy where 
rapid means of local transport is important in the relatively short production seasons One 
result of increased freight costs—not without interest to the railways—would be that fewer 
vehicles would be bought and old vehicles would have to last longer. 


There is great need for both new housing and for repairs and improvements to 
existing houses in Saskatchewan. The Homemakers’ Brief comments that in a survey 
concluded in 1942 of farm houses in representative areas of Saskatchewan, 23.5 per cent. 
in the prairie area, 31.6 per cent. in the park area, and 56.5 per cent. in the pioneer area 
were in poor condition and goes on to quote The Report of the Saskatchewan 
Reconstruction Council, 1944: 


“At least 50 per cent. of the houses in poor condition need to be replaced 
by more adequate and suitably constructed dwellings and the remaining 50 
per cent. need at least about one-half of this replacement cost to put them into 
proper condition.” 


And further as to facilities and conveniences: 


ce 


.. . the 1941 census showed that only one farm house in ten had a furnace, 
one in eighteen electricity, and one in thirty a bathtub, while only one in a 
hundred had a flush toilet.” 


The Saskatoon Wholesalers in their Brief submitted at Regina declared that: 


“We believe it is generally conceded that construction costs in Sask- 
atchewan exceed most, if not all, of the other areas in Canada.” 


A thirty per cent. increase in freight rates would cause further deterioration in 
Saskatchewan’s relative position, since most of our lumber comes from British Columbia, 
and our cement may come from Fort Whyte, Manitoba, or Exshaw, Alberta. Conse- 
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quently, particular attention was paid to the proposed increase in freight rates and its 
probable effects on the construction and repair of both farm and urban houses in Sask- 
atchewan. The increased freight charges on specific items such as flooring, shiplap, 
shingles, cement, nails, window glass, and steel were cited. 


With respect to fuel for domestic heating, the Homemakers’ Brief expressed concern 
that the costs of coal, wood and fuel oil would all be increased. On coal, Saskatchewan 
consumers would generally pay the maximum increase of 40 cents per ton. 


Freight on farm implemen® is even now a heavy part of the total freight bill paid 
by the Saskatchewan farmer. Large quantities of machinery are normally purchased by 
Saskatchewan farmers annually, most machines coming from Eastern Canada. Such 
implements are heavy, and any increase in freight rates would add significantly to the 
already heavy freight bill of a mechanized prairie agriculture. 


These examples indicate some of the items upon which a freight rate increase 
would be felt by the people of Saskatchewan. The position is rendered more serious 
by the existence of backlogs in many lines of which perhaps lumber and other building 
materials, automobiles, motor trucks, farm implements and hardware are the most 
significant. The Stock Growers in their Brief commented on the deficiencies of fencing 
materials, ranch equipment, and machinery, etc. 


It must be stressed again that the deficiencies in Saskatchewan are the cumulative 
result of years of drought and depression followed by years of wartime shortages. As a 
result heavy expenditures are required to maintain efficiency in production and to bring 
our standard of living more in line with that enjoyed in Eastern Canada. 


It must also be remembered that freight charges are already high on most goods 
moving into Saskatchewan. ‘Thus with a 30 per cent. increase in freight rates Wealthy 
apples coming from British Columbia would cost no more at the point of origin than 
before, but according to the Saskatoon Wholesalers’ Brief. the cost to the Saskatoon 
consumer would increase from $2.54 to $2.78 per box or by 9.4 per cent. Similarly, 
the cost of British Columbia onions to the Saskatoon consumer would increase from $6.14 
to $6.45 per cwt. or by 5 per cent. A case of canned peaches weighing 37 pounds (24 
twenty-ounce cans) from Hamilton to Regina would cost no more at Hamilton if the 
30 per cent. increase were granted, but, as the Homemakers pointed out, at Regina 
the increase would amount to 15 cents per case or five-eighths of a cent per can—without 
allowance for increased wholesale and retail mark-ups. 


Larger items provide more striking instances. An automobile would cost no more 
at Windsor if the 30 per cent. increase were granted but in Saskatchewan it would be 
increased by a minimum of $37.20 without any allowance for increased mark-ups.2° 
Similarly, the freight on a medium sized combine-harvester moving from Brantford to 
Saskatoon and weighing 5,350 pounds would increase from $74.63 to $97.02. Lumber, it 
was pointed out in the Retailers’ Brief, would be increased at Saskatoon by $3.00 to 
$5.00 per thousand feet. 


20 See Brief Saskatchewan Motor Dealers’ Association to the Board of Transport Commis- 
sioners for Canada (Regina, June, 1947, mimeo.). 
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A 30 per cent. increase would clearly carry a greater threat to the standard of 
living of the consumer in the main distributing centres of Saskatchewan such as Saskatoon 
or Regina than to the consumer in Eastern Canada or British Columbia where the product 
originated but it would carry an even greater threat to the standard of living of consumers 
outside the main distributing centres in Saskatchewan. For example, the cost to the 
Saskatoon consumer of Wealthy apples as cited by the Wholesalers, would increase from 
$2.54 to $2.78 or 9.4 per cent. but to the consumer at Watson, some 120 miles east of 
Saskatoon, the cost, after L.C.L,. shipment, would rise from $2.77 to $3.08 or 11.2 per cent. 
A case of window glass, the Wholesalers pointed out, for which the dealer price at 
Saskatoon is now $19.60 would be increased by $1.00 to $20.60 or by 5.1 per cent. At 
Kindersley the dealer price which at present is $20.24 would be increased by $1.19 to 
$21.43 or by 5.9 per cent. Barbed wire, fon which the dealer price at Saskatoon is at 
present $4.40, would be increased by 22 cents to $4.62, or by 5 per cent. At Kindersley, 
the dealer price would increase from $4.60 by 28 cents to $4.88, or by 6.1 per cent. 


The relative extent to which Saskatchewan is dependent on manufactured goods 
from outside the province is illustrated by the figures on net imports of “manufactured 
and miscellaneous” products moving by rail into the “deficiency” provinces of Sask- 
atchewan, Manitoba and Alberta. In 1946, Saskatchewan’s net imports of such products 
amounted to 512,306 tons as compared with 292,962 tons for Manitoba and 147,119 tons 
for Alberta.2! In all the major lines of manufactured goods Saskatchewan is a large 
net importer providing a large volume of highly lucrative long-haul traffic. 


Enough evidence has been produced to prove that Saskatchewan consumers would 
be most seriously affected by a freight rate increase and that the greatest burden would be 
carried by farmers and others living outside the main distribution centres, 


On the railways’ own evidence the total revenue expected from a 30 per cent. 
increase in freight rates amounts to about $87 millions. It has been suggested that the 
levying of this toll, a few cents here and a few cents there, would constitute a relatively 
painless extraction. Admittedly the additional levy on each egg shipped from, say, Regina 
to Montreal, is small, but the cumulative effect upon the poultry-raisers is far from 
inconsequential while, taking the economy as a whole, the additional revenues which the 
railways hope to obtain would be equal to almost one per cent. of the total National Income 
at its highest point and equal to between three and four per cent. of the total National 
Income in such years as 1932 and 1933. 


Any drain of the magnitude indicated by the railways could be regarded only as 
an enormous economic burden, particularly crippling to the Province of Saskatchewan 
where, for the reasons set out above, it would be felt most severely. 


21 See Summary of Monthly Railway Traffic Reports, 1946 (Ottawa, Dominion Bureau of 
Statistics, 1947). 
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D. CONCLUSION 


To a greater extent than any other province Saskatchewan must market her natural 
products outside her own boundaries. Having regard to the location of those markets 
available to her, both domestic and export, the long rail haul involved in reaching such 
markets or placing her products in export position, the large volume of traffic and the 
effective rates applicable, Saskatchewan producers pay heavily for transportation services 
and the burden of any further increase in freight rates will fall with particular severity on 
this province. Not only will the absolute impact be great in terms of dollars and cents 
but the competitive position of her products on their present markets will be prejudiced to 
the advantage of producers closer to the centres of consumption or to export outlets. 
Thus, western producers will not only feel the burden of higher rates in terms of having 
to accept a return for their products reduced by the amount of the increase but they will, 
in all probability, be faced in some instances with the loss or partial loss of markets. 


It is no answer to the agricultural industry of Saskatchewan to point out that export 
grain rates are unaffected by the present application. In the first place most grain farmers 
are also producers of livestock or poultry, dairy products or honey or some other product 
which would be subject to the rate increase proposed, and many ranchers and a not 
inconsiderable number of farmers, particularly in northern districts, are entirely dependent 
upon these products for their livelihood. While in the main, nature, as has been pointed 
out, determines the agricultural production of a region nevertheless the returns possible 
through directing efforts to the production of livestock, dairy and other products in the 
mixed farming category are also a determining factor in the farmer’s production programme. 
Diversification in areas adapted to it is a wholly desirable development and one that has 
been and should be encouraged. Nevertheless the proposal now advanced by the railways 
as the solution to their alleged financial difficulties would inevitably retard and discourage 
the diversification of Saskatchewan agriculture. 


Further, the fact that all producers are also consumers must be remembered. 
Regardless of the branch of production in which he, by choice or necessity, engages, the 
farmer would feel the full weight of high freight charges. At the same time the returns 
for his products, even though it be grain for export, would be reduced by reason of the 
higher cost of production directly attributable to higher freight rates on a wide variety of 
goods entering into production. The Submission of the Saskatchewan Associated Boards 
of ‘Trade has summarized this position effectively : 


“Many of our Association’s membership are big exporters of raw materials. 
Adding to the freight costs of our imports will increase their cost of production. 
‘hey have to sell these raw materials on the markets of the world and naturally, 
they are in a better position to do this when they can sell at the lowest possible 
price. ‘his can only be done when their own costs are kept as low as possible. An 
increase in freight rates would lessen their competitive ability to keep their products 
moving to the markets of the world.’’22 


22 Submission of the Saskatchewan Associated Boards of Trade to the Board of Transport 
Commissioners (Regina, June, 1947, mimeo.)., p. 2. 
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Witnesses have been asked repeatedly whether in their opinion it is not best to 
raise freight rates in “good” times. It has been implied by the railways that periods of 
buoyancy in agricultural and business activity, involving high traffic volume and relatively 
high prices are the best times to increase rates on the transportation of goods. 


The ability of the Province of Saskatchewan to bear such freight charges as are 
imposed can only be measured by conditions obtaining in her agricultural economy over 
a term of years. Net farm income figures are available only as far back as 1938 but 
records of gross cash income go back to 1926 and are shown in Table XXIX. 


TABLE XXIXx 


Gross Cash Income* from the Sale of Farm Products in 
Saskatchewan, 1926 to 1946. 


(In millions of dollars) 


Gross Gross Gross Gross 

Year Income Year Income Year Income Year Income 
ROZG Fee t9e $291.2 HOS e ee oe $ 70.6 19S50Ea ts. $125.8 TOA. $180.4 
VOZ 7225, fee 274.5 £932) oe 77.6 LOS Tie. Fe. 84.3 LOAD EAS IR 228.8 
OZ Sire tee RPA es) MOS Sur woes 76.6 LOSS in cee 93.4 1943 ccc 344.9 
LO ZO. tee 245.1 HOG 4 tee, 93.5 1O30r ae 159.7 1944 orccsnen 555.2 
TOSCO 122.4 ROS St ieee es 108.1 20 eee 157.9 14 aon: 418.0 

POAG: coe 411.3 


*Includes Dominion Government Payments. 


Source: Agricultural Division, Dominion Bureau of Statistics (from office records, 
October, 1947). 


While these are gross figures, out of which farm operating costs must be provided, 
the variations from year to year are clearly indicated. It will be observed that gross cash 
income is subject to extremely wide fluctuations. The period for which comparable data 
are available covers 21 years and in that time income ranged from a low of $70.6 millions 
in 1931 to an all-time high of $555.2 millions in 1944. It is significant that while depressed 
incomes closely approximating the record low of 1931 continued throughout 1932, 1933 and 
1934 and recurred again in 1937 and 1938, in no other year have incomes approached to 
within $100 millions of the peak reached in 1944. That year must be regarded as abnormal 
in every sense. For the twelve years 1930 to 1941 inclusive farm income remained 
depressed. It is only during the past three years that gross farm income in Saskatche- 
wan has exceeded $400 millions annually and indeed in only two other years, namely 
1928 and 1943, has it exceeded $300 millions. It will also be noted that farm income has 
receded since 1944 and in 1946 was $144 millions or 26 per cent. below the peak year. 
This, in itself, but more particularly in view of the history of farm income, indicates that 
present levels are unlikely to be maintained for any considerable period of time. 


100 


The United Farmers of Canada (Saskatchewan Section) in evidence at Regina? 
touched upon one point particularly pertinent to the farm income situation in relation to 
freight charges: 


The farm debt of Saskatchewan was estimated in excess of $600,000,000 
but it is now estimated that more than two-thirds of that debt has been paid. 


©.—Then, that is where the money went they had received during those 
years of 1942, 1943 and 1944, in paying debt? 


A.—Very largely, Mr. MacPherson. (p. 7528 of transcript of evidence. ) 


Fluctuations in income levels have been so wide and periods of low income so 
prolonged that when any improvement does come about, surplus spending must largely 
be directed toward cancellation of debt, repair of farm buildings and- replacement. of 
worn-out machinery, all of which needs accumulate during prolonged and recurring 
periods of little or no purchasing power. 


The foregoing data reveal the fallacy—and the dangers—inherent in the sugges- 
tion that the present is an opportune time to make a general advance in freight rates. 
It would indeed be a strange theory of rate-making which advocates setting a freight 
rate structure, traditionally, historically and perhaps necessarily inelastic in its nature, on 
the basis of relatively favourable conditions temporarily obtaining in a highly fluctuating 
agricultural economy. No concept could be more deceptive, nor, if applied, more disastrous 
to the prairie agricultural economy or more disillusioning to the railways. 


The fallacy of the proposition arises from the fact that the granting of an applica- 
tion to raise rates horizontally, even if such could be uniformly applied in practice, would 
permit the carriers to charge such increased rates not merely during the buoyant period, 
which, they suggest, enables shippers to bear them, but during any period of recession 
which may follow and until such time as an application for a general reduction is heard 
and disposed of. It is submitted that the damage which would be sustained by the 
national economy—and particularly by the economies of the provinces carrying the greatest 
burden of such increased charges—would far exceed that resulting from any decline in 
net revenue which the carriers might sustain as a result of the dismissal of the present 
application. 


23 See also Submission of United Farmers of Canada (Saskatchewan Section) to the Board 
of Transport Commissioners for Canada (Saskatoon, June, 1947, mimeo.). 
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PART VIII 


THE EFFECT OF AN INCREASE ON THIS PROVINCE WOULD PROBABLY 
BE MUCH MORE SEVERE THAN THE ABOVE ANALYSIS SUGGESTS. 


It has been submitted above and it will be argued before the Board that the 
railways have not made out a case for an increase on the evidence presented even if 
fiscal need is to be the only consideration. It has been further submitted that the 
nature of the relief asked for, a horizontal increase, would be particularly disastrous 
to the economy of Saskatchewan. It is now contended that if an order is issued by 
the Board authorizing a horizontal increase it is likely to bear on this province with 
relatively greater severity than even a horizontal increase would suggest for the reason 
that it will not be applied equally to all parts of Canada. ‘Io be more specific it is 
contended that the new rates will probably be applied to a maximum degree in the 
west but not in Central Canada. ‘The reasons for this fear may be stated in outline. 


(a) It has been admitted in many decisions of the Board and definite evidence 
has been submitted in the course of the present hearings that railway freight rates are 
substantially higher in the west than in the east. One of the chief reasons given in 
justification of this differential has been that there is both water and truck competi- 
tion in the east, the first of which does not exist in the west and the second to only 
a limited degree. 


The above has been contended respecting the rate structures, east and west, in 
general. Moreover there has been a general tendency, in practice, for the railways 
to file competitive rates as the competition from trucks became more severe. ‘This 
has occurred much more frequently in the east than in the west. The actual extent 
to which this has occurred should be found authoritatively by the Board. 


(b) An order authorizing a 30 per cent. increase or any lesser percentage in 
rates would in theory apply to competitive rates as well as other rates. Of course 
such a percentage increase would increase the absolute differential between east and 
west and that in itself would be serious, but it is feared in this province that the 
increases would make the competition in Eastern Canada much more severe, so that 
in the result even the effective relative percentage increase in the west would be 
greater. This would increase the differential which admittedly exists between east 
and west, and increase it to an even greater degree than was envisaged in Part V 
above. 


The result which is feared might occur in either of two ways: (i) By making 
the percentage increase initially applicable to all parts of Canada and then filing com- 
petitive rates in Eastern Canada which would substantially restore the present rates. 
This has been done before and there is no particular reason to suppose that it would 
not be done again if the railways believed that they could thereby take freight traffic 
away from their competitors. (i) By applying a higher initial percentage increase in 
the west than in the east. It is submitted that throughout the hearings counsel for 
the railways have constantly treated the anticipated order as permissive rather than 
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absolute. Reference, for instance may be made to the remarks of Railway Counsel 
appearing at pages 3863-4 of the transcript of evidence. ‘These remarks are typical 
of the railway attitude. 


Under either alternative it is an obvious conclusion that the final incidence of 
a percentage increase might be very different in the west than in the east. 


(c) As to what is likely to occur in practice in the event of an increase being 
authorized there may be some doubt. So far as water competition is concerned it may 
be conceded that the competition is likely to be less severe since wages and other 
expenses are likely to increase to an equivalent or even greater degree than in the 
case of the railways. It may perhaps be assumed that water competition is not likely 
to force the railways to lower their rates below any level that might be set. 


In the case of truck competition, however, the situation may be quite different. 
Compared with Western Canada, competition by truck is very severe in Ontario and 
Quebec. Better highways, concentration of population, relatively greater importance 
of short haul movements where the truckers enjoy a great advantage over railways, 
a greater percentage of small lots of high-valued goods, less severe weather conditions, 
all these factors give truckers in the east a decided advantage over those in the west 
and make competition by truck much keener. Then there is the important considera- 
tion that in Saskatchewan trucking is so regulated as to prevent undercutting of rail- 
way rates while this is not true in Ontario and Quebec. 


On the evidence it appears much less likely that the railways will be able to 
maintain increased rates against the trucks in competitive areas in the east than in 
the west. It also appears very unlikely that the railways will be able to maintain 
higher rates to any great extent against the trucks in Eastern Canada. 


Before the Board, however, railway officials have claimed that truckers in Eastern 
Canada will be glad to follow the lead of the railways and increase their rates. This 
might very well occur to some extent since trucking costs must have increased enor- 
mously in recent years without compensation through increased rates. Nevertheless 
the fear expressed at the beginning of this Part has not been removed by these pro- 
phesies of railway officials. 


That competition by truck may be very severe in Ontario even with railway | 
freight rates at the present level is indicated in the following press release from Tor- 
onto dated September 19, 1947: 


“Regulate Trucking in Ontario — Provincial Government Urged 
By Shippers’ Representative. 


“Decontrol of the trucking industry by the Wartime Prices and Trade Board 
on September 14th may very well have opened the door for the return of the 
discriminatory horsetrading which has plagued both motor transport operators 
and shippers for so long. ‘This warning came from H. A. Mann, General Secre- 
tary of the Canadian Industrial Traffic League. The C.I.T.I,. is the nationwide 
organization of industrial shippers and traffic managers. 
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“Mr. Mann pointed out that it would not be fair to lay all the blame for 
chaotic conditions at the feet of Ontario truckers who are making genuine ef- 
forts to eliminate unscrupulous practices from within their ranks. ‘Fair trade 
practices cannot be based solely on a trust in the essential goodness of human 
nature,’ he declared. ‘They must be supported by an objective code which 
provides a system of rules for the guidance of both buyers and sellers of high- 
way transportation.’ 


“The C.I.T.L. official went on to say that the Provincial Government has 
repeatedly been requested to establish a regulatory board for the trucking in- 
dustry, but that so far no action had been taken. ‘This is one of the rare in- 
stances where two groups on different sides agree on one common goal but have 
not got the official support needed to reach that goal.’ 


“The Canadian Industrial Traffic League, Mr. Mann said, had on record 
the complete draft of a regulatory code for the Ontario highway transporta- 
tion industry. This draft was composed in collaboration with the Automotive Trans- 
portation Association of Ontario, the official organization of Ontario truckers, 
the Canadian Manufacturers’ Association, The Toronto Board of Trade, and the 
Hamilton Chamber of Commerce. ‘It is our hope that the Ontario Govern- 
ment will seize the opportunity afforded by the recent decontrol of highway 
transportation to give earnest consideration to the initiation of regulatory code, 
administred by a competent body, in order to end the highway rates chaos 
in this Province.’”’ 


Assuming, however, that the railways are correct in their contention that truck- 
ing rates will increase with railway freight rates, this would seem to offer the most 
cogent proof obtainable that a very serious differential has existed as against the west. 
Why have the railways not moved before this to correct this injustice if the remedy 
is so simple? 


(d) Some further observations on the matter of competitive rates may be made. 
Railway officials assume that such rates are justified if the railway does not operate 
at a loss when carrying goods under such tolls. The railways have offered no evidence 
to the effect that they are not operating at a loss under these rates. There is no 
evidence even that out-of-pocket expenses are met in any particular case. It is simply 
assumed in each case that such expenses are covered. It may well be that the goods 
are carried at a loss. If a profit (or even out-of-pocket expenses and overhead) is 
being made then certainly the profit under certain rates in the west must be tremen- 
dous. 


It is submitted that no competitive rates should be permitted by the Board 
unless they are economically sound. ‘There is no justification for making one part of 
Canada pay for the carriage of goods at a loss in other parts. The Board should 
scrutinize these rates closely and if it is not established clearly that the railway gets 
some return above costs, including maintenance and depreciation, the rate should not 
be allowed. Let the competing agency carry the goods if it can carry them economically. 
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It may be further pointed out that in areas where competitive rates are in 
effect—and these are not confined to Central Canada—the people do need railways. 
We suggest that the people of other areas, such as Saskatchewan, should not be pen- 
alized by excessive rates to make this possible. In this province the railways have 
virtually a transportation monopoly and we believe that the people of Canada should 
bear part of the burden rather than that the people living here should pay excessively 
high rates so that railways may operate on an uneconomic basis in other areas. 
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PART IX 


NATIONAL SUBSIDIES: AN ALTERNATIVE TO AN INCREASE IN FREIGHT 
RATES SHOULD THE RAILWAYS BE UNABLE TO PROVIDE 
ADEQUATE SERVICES ON AVAILABLE REVENUES 


In the earlier Parts of this Submission evidence has been produced to show that the 
Canadian Pacific Railway is not doing business at a loss. In fact the record indicates 
quite clearly that the Company is in a position to render efficient service and pay a 
reasonable return to investors out of current revenues. Additional evidence points unmis- 
takably to the conclusion that in the event of falling net revenues the Railway has ample 
reserves with which to meet any temporary difficulty, these reserves having been accumu- 
lated from rates charged the people of Canada for transportation services. It is therefore 
contended that on any basis of fiscal need the application of the Railway Association is 
without merit. 


The Province would be prepared to rest its case, if necessary, upon the argument 
summarized in the preceding paragraph and which has appeared in amplified form in the 
earlier Parts of this Brief. We feel, however, that precautions should be taken against 
any possible change in the financial fortunes of the railways in the measurable future 
which might justify a finding that additional revenues are necessary in order to guarantee 
adequate transportation services to the people of Canada. Accordingly, for the purpose 
of argument, it will now be assumed that the income of the Canadian Pacific Railway is 
insufficient to defray the costs of adequate transportation services and to provide ‘a 
reasonable return to investors. 


The Province of Saskatchewan submits that, under such circumstances, the Railway 
deficit thus hypothetically assumed should, in the national interest and in order that further 
regional injustices may be avoided, be financed through a national subsidy rather than by 
an increase in freight rates. It is further submitted that in the first instance the national 
subsidy should take the form of a conditional loan. If a railway crisis exists or develops. 
it may be only temporary in nature. A conditional loan, repayable when the situation 
becomes normal, and with strict supervision during its currency, would seem to meet the 
circumstances in a reasonable way. It may be added that in the opinion of this Province 
two other developments which may exercise a direct influence on the financial position of 
the railways are overdue: (1) An extension of governmental regulation over competing 
agencies of transportation. (There are constitutional difficulties in the way of this exten- 
sion, and in the past many of the provinces have neglected to take the action which they 
could legally take) ; (2) The appropriation of additional funds from the Dominion Treas- 
ury so that the Board of Transport Commissioners may be in a position to extend its 
administrative and research activities. ‘The reasons which impel this Province to contend 
that any relief extended to the railways should take the form of a national subsidy are 
set out below. 
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(a) It is a principle of the legislation under which railway freight rates are fixed 
in Canada that these rates shall be just and reasonable and common sense supports this 
principle. ‘Reference has been made in the earlier Parts of this Brief to evidence which 
establishes conclusively that rates in Saskatchewan and in the other Prairie Provinces are 
definitely higher than in Eastern Canada and that whatever the original justification for 
this state of affairs may have been it has long since disappeared. It follows therefore, 
that the rates presently in effect in Western Canada are unjust and unreasonable. To 
increase all freight rates horizontally by even a small percentage would be indefensible 
since it would mean that the rates in Western Canada would become even more unjust 
and more unreasonable. In contrast a national subsidy would distribute the burden 
equitably and tide the Canadian Pacific over a period in which the provision of efficient 
transportation and the interests of investors might be threatened. 


(b) The matter may be looked at in another way. It may be argued that regional 
rates should bear some relationship to regional costs and in this connection evidence before 
the Board indicates that construction, maintenance and operating costs are lower in the 
prairie region than in Eastern Canada. Yet the rates are already higher. The obvious 
injustice of increasing this presently unjust differential by the granting of the present 
application would be avoided through the use of a national subsidy. 


(c) During the hearings before the Board there has been a tendency on the part 
of the railways to explain and to excuse the high freight burden of the prairies as being 
merely the natural outcome of geographical situation. This, however, is not the whole 
story, for in the case of the Province of Saskatchewan, national policies have tended to 
force trade into artificial channels and have compeiled the people of the Province to pay 
freight on Canadian railways running east and west. 


As an instance of a national policy operating adversely to the interests of this 
Province reference may be made to the customs tariff. It has long been recognized that 
the customs tariff bears more heavily on Saskatchewan than upon any other province in 
the Dominion. The nature of our economy, essentially agricultural in character with com- 
paratively little development of secondary industries, makes this inevitable. Further, the 
effect of the national protective tariff, whatever its merits or demerits from a national 
standpoint, is to force the people of Saskatchewan to use a large volume of manufactured 
goods transported over Canadian transcontinental railways. The cost is a heavy one. In 
the light of the historical facts it is submitted that if at any time the railways must have 
more money a national policy of transportation subsidies would be more appropriate and 
more just than an increase in freight rates. 


(d) The enquiry conducted by the Royal Commission on Dominion-Provincial 
Relations, 1937-39, indicated that the weaker sections of the Canadian federation make 
for an unstable national economy. The Report of the Commission also indicated that the 
economy of Saskatchewan, characterized by intensive specialization in the production of an 
export staple and subject to two major uncontrollable factors—climatic hazards and world 
marketing conditions—is in a particularly vulnerable position. 


It has already been stated that the burden of geography will not be urged as a 
reason for lower freight rates. Nor will the burden of a vulnerable provincial economy 
be so argued. Nevertheless, it is submitted that the problems of an unstable national 
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economy should not be further aggravated by the imposition of additional burdens on the 
weaker parts if there is any alternative. In the broad interest of national well-being 
the obvious alternative, if the Canadian Pacific Railway is facing financial paralysis, must 
take the form of a national subsidy. | 


(e) The railways of Canada were conceived as national undertakings and should 
be so regarded today. This is right and proper, for the railways occupy a position of 
strategic importance both in the normal economic life of the country and in periods of 
national crisis. 


The fact that all the people of Canada need and use railways emphasizes a problem 
which only a national subsidy can remove without injustice to some areas. It has already 
been indicated that in some parts of Eastern Canada competitive rates are uneconomically 
low and the fear has also been expressed that if a horizontal increase is granted it will 
not be made effective by the railways in competitive areas. 


Two great wars in the last generation have shown that the railways are an integral 
and indispensable part of our defence establishment. If in fact their revenues are insuf- 
ficient to maintain them at the level of efficiency required by the national interest it seems 
only just that the burden should be borne by the whole nation rather than by those 
provinces already paying more than their share. If the Canadian Pacific Railway is in 
financial straits a national subsidy is a fair way of distributing the burden. 


(f) It is now suggested for the consideration of the Board that there is a pre- 
cedent for the payment of a national subsidy to the railways in place of an increase in 
freight rates in the subsidy at present being paid for the benefit of the Maritime Provinces. 
The subsidy now proposed would, in essence, be for the benefit of the competitive areas 
of Eastern Canada although it may be regarded as a national subsidy. 


(g) While we are convinced that there is no present necessity for either an increase 
in freight rates or a subsidy, nevertheless we favour the subsidy alternative if action 
becomes necessary to preserve the Canadian Pacific Railway as a transportation system. 
In addition to the merit of avoiding obvious injustices, this device would offer two further 
advantages in (1) that the government subsidy would be subject to periodic review as to its 
continued necessity; (2) that government supervision would insure that the transportation 
system would be maintained at a high level of efficiency to meet national crises. 


(h) In Part II above the attention of the Board was directed to the disruptive 
effects which might be anticipated from the institution under existing circumstances of 
any increase in freight rates. It was emphasized that the imposition of higher freight 
rates could only result in the short run in an aggravation of the current sterling-dollar 
crisis and in the longer run in a threat not only to the economic survival of the west but 
also to the welfare and integrity of Canada as a nation. A national subsidy would provide 
the required revenues without creating any danger on these scores. ‘The Government could 
raise the funds necessary for such a subsidy either by taxation or by loans, depending 
upon whether at a particular time its monetary policy was directed towards the curbing 
of inflationary tendencies or towards warding off deflationary threats to the economic life 
of the country. 
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